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PROCEEDI NGS

JUDGE YODER: By the authority vested in ne by
the Illinois Commerce Comm ssion, | now cal
Docket 11-0567. It's a petition filed by Gallatin
Ri ver Communi cations, LLC doing business as
CenturyLi nk seeking arbitration pursuant to
Section 252(b) of the Communications Act of 1934 as
amended.

Can | have the appearances for the
record, please?

MR. DETHLEFS: On behalf of CenturyLink, Tom
Det hl ef s.

JUDGE YODER: Go ahead and spell your name for
the court reporter.

MR. DETHLEFS: That's D-e-t-h-Il-e-f-s.

MR. TWOMEY: For NTS Services Corp.,

Chri stopher Twomey (T-w-0-me-y).

MR. LANNON: And appearing on behalf of the
staff of the Illinois Commerce Comm ssion, M ke
Lannon and Jim O ivero.

JUDGE YODER: All right. | s anyone el se

wi shing to enter their appearance in this docket?
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Let the record reflect no response.

Before we begin calling witnesses,

M. Dethlefs indicated there was a notion for entry
of a protective order | think all the parties agreed
to which was granted. However, he indicates that
apparently it had not shown up on the e-Docket sheet
of the Illinois Commerce Comm ssion, so I'll confirm
| understand the parties have all conducted

t hemsel ves in accordance with that protective order,
and we'll remedy that if needed.

My understanding is then Gallatin
Ri ver CenturyLink is going to call their first
wi t ness.

If I could have everyone who's going
to testify today stand and raise your right hand and
"1l swear you all at once.

(Whereupon the witnesses were
sworn by Judge Yoder.)
MR. DETHLEFS: CenturyLink would call M. Guy

MIlIler as its first wi tness.
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GUY M LLER
called as a witness herein, on behalf of CenturylLink,
havi ng been first duly sworn on his oath, was
exam ned and testified as foll ows:
DI RECT EXAM NATI ON

BY DETHLEFS:

Q M. MIller, would you state your name and
busi ness address for the record?

A My name is Guy Elmer Miller 11I11. My
busi ness address is 100 CenturyLink Drive, Monroe,

Loui siana 71203.

Q M. MIller, have you prepared testimony for
t oday?
A Yes, | have.

Q Could you identify the testinmony that you
have prepared?

A | have copies in front of ne.

Q So to go through it, you have prepared
testinony that we've marked as Exhibit No. 1,
CenturyLink Exhibit 17

A Yes, | have.

Q And does it have two exhibits, CenturyLink
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Exhibits 1.1 and 1.27?

A. Yes, that's correct.

Q As well as rebuttal testinony which we've

mar ked as CenturyLink Exhibit 4.07

A Yes, that's correct.

Q Do you have any corrections to your
testi nmony today?

A No, | do not.

Q | f you were asked the questions that are
asked in your Exhibits 1.0, 1.1, 1.2 and 4.0 today,
woul d your answers be the same as in your prefiled
testinony?

A Yes, they woul d.

MR. DETHLEFS: CenturyLi nk woul d offer
CenturyLink's Exhibits 1.0, 1.1, 1.2 and 4.0 into
evi dence.

JUDGE YODER: All right. Do you tender
M. MIller for cross?

MR. DETHLEFS: | would tender M. Ml ler for
Cross.

JUDGE YODER: M. Twoney, you have cross

reserved for this witness?

29



10

11

12

13

14

15

16

17

18

19

20

21

22

MR. TWOMEY: Yes.
JUDGE YODER: Okay.
CROSS- EXAM NATI ON

BY MR. TWOMEY:

Q M. MIller, on page 10 of your testinmony,
you claimthat CenturyLink filed rates on February 2,
2011 to NTS that were TELRI C-based?

A You' re speaking page 10 of my direct?

Q Correct.

Can you tell me on what cost study
these rates were created, those prior to NTS on
February 2, 2011?

A ' m sorry. Can you restate the question?

Q My question is this. Your testimony says
that the rates provided were, quote, "TELRIC based."”
s that true?

A Yes.

Q Okay. On what study or on what basis can
you say that they were TELRIC-based? Was there a
cost study in creation at that time?

A Yes, there was. Ms. Londerholm a w tness

in this case, is responsible for CenturyLink's TELRIC
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cost studies and the pricing derived thereof.

Q Was this cost study provided to NTS at the
time the rates were provided in February 20117

A | do not recall NTS asking for it. Cost
study is not automatically given to sonmebody. We
give themrates. If there's any question about the
rates, which there was no question whatsoever from
NTS until April, we don't automatically provide a
cost study.

Q The cost study that was eventually
provided, was it a full nodel or just a summary?

A | think you would be better off asking
Ms. Londer hol m about the specifics of the cost study.

Q Sur e. Fair enough.

I f you could turn to page 13 of your

testi nony, please.

A Still in my direct?

Q Yes.

You state that, quote, "There is no

evidence of any cost study production for the
termnated | CA pricing, and Gallatin River enpl oyees

t hat remai ned enmpl oyed by CenturyLi nk were unaware of
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any cost study for Illinois."

Can you explain a little bit more this
statement ?

A Yes. The reference is to the pricing that
was contained in the expired agreenment between
Gallatin River Communications, then a subsidiary of
Madi son River Communi cati ons, and NTS. That pricing
was negoti ated between the parties. It was not
established pursuant to a TELRI C st udy.

The enmpl oyees of Madi son River who
were responsi ble for that negotiation were enpl oyees
in nmy department at the time of the CenturyTel, as we
were known at that time, the CenturyTel acquisition
of Madi son River, and | had spoken to them
generically about their agreements, about their
pricing and so forth.

| also at this time reached out to one
of those enpl oyees, actually, the vice president, and
also to M. David Rudd who was still enployed by our
company at that time to ascertain whether or not |
had a m sunderstandi ng whet her i ndeed there was any

cost study ever done for Illinois, and both of those
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gentl emen said no, that there had not been.

Q So you're not aware of any cost study for
Gallatin River in the approximtely 1998 time period?

A | am not aware of any cost study done for
Gallatin River. Nei t her were these gentlemen that
were responsible for such things.

Q Woul d it surprise you to know that there is
a retail cost study currently sitting somewhere in
t his buil ding?

A Well, a retail cost study is not a TELRIC
UNE cost study. The issue here is the unbundl ed
network el ement pricing, the UNE pricing in this
agreement, and we're speaking of a TELRIC cost study.

A retail cost study to establish

retail pricing would be something totally different.

Q Okay. When you discussed the prices with
t he enmpl oyees who work with Gallatin River prior to
the acquisition, did they describe how they came to a
rate of $17.93?

Was it in any way related to the

retail rate in this cost study?

A | am not aware that it is. They gave nme no
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i ndication that it was related to that.

Q Woul d you agree that if rates cannot be, in
an arbitration, if rates cannot be agreed upon for a
cost study that a comm ssion has the authority to
establish them as proxy rates?

A No, | do not agree. Federal | aw does not
allow that. The federal |aw at one time did allow
the Comm ssion to establish proxy rates, but that
portion of federal regulation, that authority was

vacated by the Eighth Circuit Court and, of course,

the, well, not of course, but in this case, the
deci si on was appealed to the Supreme Court. The
Supreme Court did not change that. That |aw has been
vacat ed.

So there's no authority whatsoever in
federal |law for any assignment of anything other than
TELRIC rates pursuant to a TELRIC study with TELRIC
costs that pertain to the incumbent tel ephone
company.

Q Okay. | think I'"lIl save that one for
briefing.

At page 14 at the end of your direct
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testinony, you state that NTS suggested a rate of
$12.50 for a DS-0 UNE | oop, and you suggested that
that was an arbitrarily selected rate between two
AT&T Illinois rates.

Now, given that there was one rate and
t hen another rate, how did you cone to describe that
as arbitrarily selected?

A During the negotiations with NTS, NTS
guoted that as the rate that they wanted to pay for
the UNE Band 1 | oop.

NTS stated, to the best of ny
recollection, that that was based upon AT&T rate.
There was never any evidence submtted either in
negoti ation or in negotiations pursuant to this
arbitration as to how NTS derived that rate, whether
t here was any support whatsoever for that.

That | eads me to the conclusion that
it was arbitrarily sel ected.

Q Do you recall ever having a discussion
about the rates being charged across the river in
Pekin and Bartonville?

A | remember that CenturyLi nk and NTS had
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di scussi on about the DS-1 rate that was charged in

Bartonville. | do not recollect anything about the
DS-0 rate.
Q Now, during the negotiations, on page 16 of

your direct, you state that NTS questioned
CenturyLink's cost model inputs and CenturyLink's

i nput source material but made no other effort to

chal | enge the pricing. |s that correct? 1s that
still your recollection fromthe negotiations?

A Yes. NTS made some assertions that they
didn't agree with some of the cost inputs, but | do

not recollect NTS providing any evidence as to why
our inputs were wrong, | mean, any actual evidence
ot her than just assertions.

Q Do you recall what the questions -- |I'm

sorry to interrupt. Do you recall what the questions

wer e about the inputs that NTS had raised at the

time?

A ' m sorry, counsel. | don't understand the

gquesti on.

Q The i nputs that NTS raised, do you renmember

what they specifically were, the issues that NTS had
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guesti ons about ?

M .

A | would hesitate to say what

Twonmey. The cost st

expertise so | didn't --

heard. My menory coul d

my area of expertise so

or attempt to understand

t hey were,

udy is not my area of

| was there. [

be refreshed, but

li stened.

it wasn't

| didn't write anything down

, you know, what

t hose were

and how they rel ated because | don't personally run

the

i nterconnecti on agreements with other

St at

expiration and negoti ations,

went

cost study.

Q Can you tell us the status of

CLECs in the

e of Illinois where they also notice for

with NTS?

A. Yes.

Q Can you tell me the status of

with Essex Tel ecom ri ght

the

this proceeding, so | object

not

MR. DETHLEFS: Your

now?

Honor, | don't

t hen continue as they

negoti ati ons

know what

rel evance of negotiations of other CLECs is to

MR. TWOMEY: |"mtrying to determ ne whet her

there are any other

negoti ati ons that

to the rel evance.

have been

CenturyLink's

or
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potentially concluded but may not have been submtted
yet .

MR. DETHLEFS: ' m okay with that.

JUDGE YODER: Okay.

Q BY MR. TWOMEY: Okay. So tell me the
status of Essex, the negotiations of Essex Telecomif
you're aware of them

A It is not concl uded.

Q How about negotiations with BitW se
Communi cati ons?

A It is not concl uded.

Q Now, are you sayi ng negotiations haven't
been concluded or the agreement has not yet been
filed?

A Negoti ati ons have not been concluded with
any CLEC in this state, and there are no issues
what soever raised by any CLEC in the state except for
NTS including the issue of pricing.

MR. TWOMEY: Okay. | have no further
guesti ons.

JUDGE YODER: M. Lannon, you didn't have any

Cross?
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MR. LANNON: No.

JUDGE YODER: Any redirect?

MR. DETHLEFS: No, no redirect, Your Honor.

JUDGE YODER: All right. You may step down.

(W tness excused.)

MR. DETHLEFS: Your Honor, | had offered his
exhibits into evidence. Have t hey been adm tted?

JUDGE YODER: Not vyet.

|s there any objection to the
adm ssion of M. MIller's direct and rebuttal
testinony?

MR. TWOMEY: No.

MR. LANNON: None, Your Honor.

JUDGE YODER: Hearing no objection, those wll
be admtted into evidence in this docket, the conmpany
attachnments or exhibits with his direct.

(Whereupon CenturyLink Exhibits
1.0, 1.1, 1.2 & 4.0 were
admtted into evidence at this
time.)

JUDGE YODER: All right. Your next witness is

Ms. Londer hol n?
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MR. DETHLEFS: Yes.
Your Honor, | have the Exhibit 3.2 in
both the disk format and printed up copies.
Do any of you need the cost study?
MR. TWOMEY: No.
(Wher eupon CenturyLink Exhibit
3.2 was marked for
identification as of this date.)
JUDGE YODER: Ms. Londerholm were you
previously sworn?
THE W TNESS: Yes.
JUDGE YODER: Thank you.
Go ahead.
CHRI STY LONDERHOLM
called as a witness herein, on behalf of CenturylLink,
havi ng been first duly sworn on her oath, was
exam ned and testified as follows:
DI RECT EXAM NATI ON
BY MR. DETHLEFS:
Q Coul d you state your name and busi ness
address for the record?

A Christy Londerhol m 5454 West 110th Street,
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Overl and Park, Kansas.
Q Have you prepared testinmony for today?
A Yes, | have.

Q And does your testimony consist of your

direct testimny, Exhibit 2.0, and an Attachment 2.17

A. Yes.

Q And your rebuttal testinmony is Exhibit 3.1

with Exhibits 3.2 and 3.3 attached to that?

A Yes.

Q I f you were asked the questions in your
direct and rebuttal testimny today that are in your
direct testimny, would your answers be the sane?

A Yes.

Q Do you have any corrections to make to
t hose testinmoni es?

A No.

MR. DETHLEFS: We would offer Ms. Londerholm s
Exhibits 2.0, 2.1, 3.1, 3.2 and 3.3 into evidence.

JUDGE YODER: All right. You tender her, and
we'll reserve adm ssion of exhibits until after
Cross-exam nation.

MR. DETHLEFS: We offer Ms. Londer hol m for
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Cross-exam nation.

JUDGE YODER: All right. M. Twonmey?

MR. TWOMEY: Good norning, Ms. Londerholm

THE W TNESS: Good mor ni ng.

CROSS- EXAM NATI ON
BY MR. TWOMEY:

Q So you have deep expertise with costing and
pricing nodels. I|'m just a | awyer. | can't do
nunbers in nmy head, so |I'm not going to ask you about
speci fic nunbers, just nore general concepts, and I'm
going to |l eave sone of the questions about the cost
study directly to staff because they seem to be
interested in some more of the details of the
numbers.

| just want to ask you a little bit
about your background first.
| think your testinmony said you've
testified in five other states. Were those al
i nterconnecti on agreenent arbitrations?
A No.
Q Okay. Can you describe the nature of

t hose, that testimony?
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A Yes. | was involved in the TRO heari ngs
t hat were taking place in 2004, and actually, since I
was a Sprint enployee at that time, Sprint had a one
Sprint philosophy, so | was actually supporting the
CLEC side of the company at that particular point in
time.

Ohi o was an arbitration and so was
Texas.

Q So have you testified before the Illinois
Commerce Comm ssion before?

A No. This is my first time.

Q Have you prepared cost studies for Illinois
in your jobs prior to the acquisition by CenturyLink
or currently other than the one you've done for this
particul ar case?

A Yes. We've prepared the Illinois cost
study that we shared with NTS and that M. Ml er
di scussed with you.

The history is that CenturyTel and
Embarqg came together. | was on the Embarqg side of
t he conpany, and so when we canme together, Illinois

was a new property for us. Embarq had an econom c
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costing group which | headed up.

So when the conpany came toget her,
CenturyTel didn't have an econom ¢ costing group, SO
we started the process of perform ng econom c cost
model s for all of the CenturyTel |ocations that
hadn't been done before.

But to be clear, the cost mpdel and
the cost study that we did for Illinois wasn't just
specific for NTS. W performed cost model and cost
study work across all of our properties for multiple
di fferent purposes.

Q Sur e. Of course.

' m going to ask you the sanme question
| asked M. M Il er about the retail cost study that
apparently was done for Gallatin River.

Were you famliar with that at all?

A Coul d you restate what that is again?

Q In 1998, and Mr. Mri can testify to this,
apparently, there was a retail cost study done for
Gall atin River at the time.

Were you famliar with that study's

exi stence at the time of doing your work for this
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current cost study?

A No. It woul dn't have had any rel evance to
the cost study work that | had, and particularly 1998
was probably a time, you know, the 1996 Act came
about which required the TELRIC studies to be done
for UNEs in interconnection agreenments, and so a
retail study from 1998 likely had a conpletely
different standard than what the TELRI C FCC rul es
woul d have been and required for unbundl ed network
elements in interconnection agreements.

Q Okay. Let's talk about TELRIC a little bit
t hen.

Specifically to your point about 1998,
at that time, the devel opment of cost nodels was new
as was the network designs were different at that
time, is that true?

A No, they were not.

Specifically 2000 when Tel cordia wrote
their notes on the network in 2000 was speaking that
the 12, 000-foot CSA design was the correct network
desi gn.

Q Okay. That's the question. That's where
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' m headed.
So the TELRIC standard was for the

1996 act, correct?

A Correct. It's an FCC term com ng from
TSLRI C. That's where TELRIC is derived to get to an
el ement versus a service.

Q Now, at that time, were digital |oop
carriers used as extensively as CenturyLi nk now

appears to be using themin their network in

I11inois?

A Wel |, TELRIC doesn't rely on the enbedded
net wor k. It's not any sort of attenpt to inventory
what type of equipment is in the network. It's a

conpl etely reconstructed network design using the
most efficient network technology and a | east cost
network configuration, so it doesn't rely upon the
embedded i nvest ment.

The central offices are the only
| ocati on of embedded network that's used in the
actual modeling process and then, of course, the
customer | ocations, but everything else is

reconstructed including the cabling wire which is the
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physical path between the customer |ocation and the
central office and any electronics that are needed
out in the field.

Q But at the time when TELRIC was created, do
you believe that standard anticipated the use of
network infrastructure that was not just provided
with voice but was also used for data such as a
digital |loop carrier?

A Yes. | do think the FCC has started down a
pat h of thinking about broadband to be sold as a UNE
However, that got conpletely turned around much
| ater, and it was very clear that the FCC was | ooking
to not have broadband as part of the UNE el ements,
and they took multiple steps around making that very
clear. They redefined the mass market | oops to take
br oadband out of the UNE el ements.

So to your question, | would suppose
that the TELRIC standard at the time did anticipate,
digital loop carriers did anticipate a 12, 000-f oot
CSA desi gn.

Q Okay. So |l'd like to talk about again | oop

| engt hs.
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Now, when a renote switch is placed

into a network such as a digital |oop carrier or a

rempte switch, with the cost model that you' ve

created, does that

model take into account the

di stance of the | oop between the remote switch and

the customer or

is the

| oop length that's included

the cost all the way back to the central office

serving the rempte switch to the main distribution

frame there?
A. | want

a renpte switch,

is fromthe customer

to first be clear that a DLC is not

but as the FCC defines the | oop,

| ocation to the remote or fro

the customer | ocation to the central office, to a

host office, in this case it's a host office, not

r enot e. So the main distribution frame can be

| ocated at the host or

it can be |l ocated at the

rempte, and it's the distance from the customer

| ocation to either one

Q So in your st

| oops that are,

of those.

it

m

a

n

udy though, would you say the

| think there was something on the

order of 31 percent of

rempte switch.

Il s that

the | oops were served by

accurate?
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A No.
Q Okay. Can you give me the number or tel

me what it m ght be?

A | don't know.
Q Okay.
A | don't distinguish my switches between

host and rempte because it doesn't matter to me in ny
st udy.

The 31 percent that you're thinking of
are the 31 percent of the | oops that are behind a
digital loop carrier in this study.

Q So then the |l oop | ength that CenturyLink
puts into the study is the distance between the
digital |loop carrier and the customer or is it then
all the way back to the central office serving that
DLC?

A It's all the way back to the central office
t hat serves the DLC

So the customer, to be clear, the
customers are put on the map as part of our process,
and the central office |location is put on the map.

We do not know where the digital |oop carriers are
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going to be |l ocated at that particular point in tinme,
so that's the | oop distance that would be in the
model .

Q Okay. So then would it be fair to say that
for 31 percent of the loop length cost in the model,
t hey extend beyond what would be a point of
interconnection of the network, of CenturyLink's
net wor k between the customer and the central office,
so, in effect, you're taking a |longer |oop length
t han woul d be typical if the customer was served by a
central office directly?

A The nodel does not move customers from
their actual physical |location to another |ocation in
order to shorten the loops if that's what you're
asking me. "' m somewhat confused on what you're
asking me.

Q | guess ny question is this. So in effect,
by putting a DLC, digital |oop carrier, into the
field, CenturyLink does this for the purpose of
efficiencies in the network, is that correct, or why
are DLCs installed if |I can ask that question?

A They are a concentration point in order to
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shorten the copper portion of the |loop. So we
concentrate all the copper | oops onto the digital

| oop carrier, and then fromthere, they ride fiber
into the central office. That's the nodeling of
TELRIC in the FCC's requirement that a 12, 000-f oot

CSA design be used.

But the loop | ength has nothing to do

with a digital |loop carrier at all. The |loop Iength

has to do with the physical address of the customer
and the actual |ocation of the central office.

Q Okay. Now, in terms of determ ning
forward-| ooking install cost as part of the nodel,
one of the things that is considered would be
terrain; is that true?

A That woul d be correct.

Q Woul d you describe the terrain in central
Illinois to be particularly difficult to serve in
terms of just the cost of digging, the cost of
mai nt ai ning fiber and copper, more difficult than
ot hers you've | ooked at in other cost studies for

exanpl e?

A. No, | would not consider it more difficult
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t han others. There are a nunber of places where
CenturyLink's territory is next to the river, and
sometimes getting into those areas, it can be kind of
wet, and that can make it a little more difficult,

but we construct plant very specific to certain

| ocati ons, and each one can be very different in the
way that the construction would have to work, but |
woul d not characterize our Illinois property as being
any more difficult than many of our others.

Q Okay. Do you have any idea if the terrain
differs substantially for the areas served by
CenturyLi nk versus those in the former Verizon rate
centers that are the subject of the Verizon
arbitration?

A | don't know the Verizon territory at all.
| have no opinion on that.

Q Okay. Now I'd Iike to talk about the
capital and expense cost portion of the cost study.

I n your testimny, you state that the
price of unbundled el ements should include a
reasonabl e all ocation of comon cost, is that

correct?
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A | quote the FCC who states that, that's
correct.

Q Can you just give me a quick synopsis of
what common costs would generally be considered as
part of the study, what those would entail on a very
hi gh | evel ?

A The FCC expl ains commpon costs as well.
They're commmon to the entire conmpany across al
services and all organi zations.

So within CenturyLink we have three
maj or divisions. W have our regional market groups,
we have our business market groups, and we have our
whol esal e mar ket groups, and so those common costs
woul d be common to all of those. UNEs fall within
t he whol esal e market group.

Q Okay. So the common costs or those that
are included in the study, are those in Illinois
alone or is that across the entire organization,
which is now quite | arge?

A Comon costs are across the entire
organi zati on.

Q Okay. So determ ning comon costs
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applicable to cost studies, there has to be a nmethod
to split the whol esale costs, common costs, versus
the retail common costs; is that true?

A The met hod for which we perform our conmmon
costs to add to a UNE |l oop is to recognize that every
| oop requires the common cost associated with it.

So whether the loop is sold to a CLEC
or whether the loop is a retail |oop, that comon
cost is the same across the entire company, across
the entire loops within Illinois.

Q Okay. Well, let's talk about other direct
costs, ODC.

In your testinmony, you said that
CenturyLink predicted the customer operation expenses
of 100 percent whol esal e busi ness entity. How di d
t hat wor k?

A Wthin the other direct cost nodule, we
| oad up from our general |edger all the expenses
associated with the other direct cost. We then use a
percentage as shown within the documents that we're
giving to NTS as well where we back out those

retail-related costs to net, just the whol esale
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piece, and | explain that on page 17 of my direct
testi nony.

Q Okay. Now, did CenturyLink use the same
met hod for backing out those costs as you put it?

Did they use the same method in previous arbitrations
or is it a consistent conmpany policy essentially is
my question?

A In performng a UNE | oop, it's the
consi stent met hodol ogy we' ve used for all the direct
costs.

Q It's a percentage where the
retail/wholesale split has been deci ded. |s that the
same in each state?

A No. The percentage would vary.

Q And what woul d that be based on?

A As | explained in the workpapers and to a
data request to the staff, we based that upon the
revenue associ ated with whol esale, and the actual
percentage is really quite large in Illinois as found
on page 18 of my direct testimony, |ine 286.

So, in fact, what that ultimtely ends

up representing is that the whol esale market group,
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if 100 percent of our | oops were nothing but a
whol esal e UNE | oop, those whol esale costs come down
significantly associated with the entire network.

Q So then the fact that CenturyLi nk has
elimnated a lot of staff in Illinois and has
actually a lot less direct cost in the State of

II'linois, would that have no inpact on a cost study

done for the State of Illinois?
A "' m not aware of our enployment stats
within the State of Illinois historically to be able

to state that.

Q As a general matter, would it make any
difference?

A Coul d you restate the question?

Q Woul d it make any difference on the common
costs that are associated with the nodel, the size of
the costs that are incurred in Illinois versus across
the entire conpany?

A For common costs, no, because the way
accounting books are done, those enployees that would
be consi dered part of a common cost would still be

reported into a common cost account whether they sat
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in Illinois or whether they sat in Monroe, Louisiana
or Kansas City.

Q Woul d any cost reductions that CenturyLink
had achieved in Illinois have any inmpact on the cost
study based on any of the input |evels?

A Absol utely. We work very hard day in and
day out in our construction work to get the best
contracts we can possibly get, and that is specific
to Illinois, and then any sort of overall
efficiencies that we can create in a conpany,
particularly that would take place in a departnent,

t hat could be part of Illinois as well, and those
show up in the general | edger accounts that are
| oaded into our model.

Q Back to common cost for a movement, can you
descri be the | oading factor and how that works?

A We identify the accounts, the genera
| edger accounts that are associated with compon costs
and total those up, and we divide by the TELRIC cost
to come up with a percent, and then we apply that
back to the same TELRIC cost as we process the nodel

to get to all the different sorts of elements in UNE
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| oops.

Q Okay. s this a standard process you've
done in the time that you've been working on these
ki nd of issues?

A Yes.

So to make it clear regarding those
common costs, to make it clear for those common
costs, they're spread not only across UNE | oops but
they're spread across all of the investment which
woul d i nclude switching and transport as well. So
they're not fully | oaded on | oops.

Q Okay. Thank you for that.

One | ast question about the Illinois
i ssue.

So as far as you're aware, there are
contractors now perform ng most of the functions in
Il'linois that used to be performed by CenturyLink
enpl oyees; is that true?

A Not that |I'm aware of. | don't have
knowl edge of what would have happened in 2007 or
prior because CenturyTel didn't own the properties.

Q But you're unaware of whether there have
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been staff reductions as a result of that merger
that -- my point is, are costs com ng down in
Il'linois due to efficiencies fromthe merger?

A Costs in aggregate decrease because of
revenues decreasing, and as a conpany, we have to
drive to efficiencies so we have to bring our total
aggregate cost down.

But when you | ook at this process,
which is a unit cost objective, the unit cost is
often hi gher because the units over which we can
spread those costs are declining at a faster rate
t han we can keep up with efficiencies and declining
cost.

Q Okay. So then the TELRIC costs are based
on the total number of access lines in use, not the
number of | oops that are actually in the field; is
t hat true?

A It's the number of working |ines.
CenturyLink's working |ines are the basis over which
we divide the TELRI C cost.

So in this case, we use 2008 customer

counts which is approximtely 51,000 voice grade
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lines, and in 2010, that had dropped down to

approxi mately 41,000 voice grade |ines. So t hat
means that cost over which we can recover our costs,
t hose Iines that we can recover our costs have
decreased significantly.

Q So if CenturyLink | oses a custonmer to NTS
or a cable conpany, the unit costs will effectively
go up because the cost of that |loop is not included
in the overall base; is that correct?

A First, | need to correct you that NTS | oops
woul d be included as part of our cost study, but a
cabl e conmpany | oop would not be part of our..

Q Of course. But what |1'm asking is if there
were say 90,000 Iines that were Madi son River that
were in use in the late '90s and now there are, as
you say, 41,000, so, effectively, that loss is
contributing to a higher per unit cost? 1|s that what
you're suggesting?

Essentially, those |oops out there in
the field that aren't being used by CenturyLink
customers or a whol esale customer of a CLEC |ike NTS,

t hose essentially come off the books, so you're only
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applying the revenues of your custonmers that you
actually have versus the total network in field.
Does that make sense?

A ' m sorry. | think I'"ve confused you

Q Okay.

A The TELRIC, the basis of a TELRIC study is
the total element in the network, and the total
element in the network will be our |oops, our active
| oops because those are what are available for us to
sell as a UNE or to sell as a whol esale |oop.

The costs for those 50,000 |ines as
|*ve worked themup in my nmodel today, if they stay
constant but the | oops decrease, then the unit cost
goes up, and that's the point that I"'mtrying to
make.

Q Now, when corporate mergers occur
typically, one of the things they say at Wall Street
anyway i s synergies and efficiencies will result from
t he merger.

In my mnd, that would inmply that the
total cost of running a network would go down.

Has this not occurred in your opinion?
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A Absolutely it's occurred, and | believe in
our earnings call |ast week, we recognized the
synergy savings that has come about because of Enbarq
and CenturyTel, but if that occurred, of course, and
as in nmy numbers for 2010, those happen in different
areas of the company dependi ng on how those synergies
come together.

So in the instance of Embarg and
CenturyTel, those synergy savings came about because
of the long distance network that CenturyTel brought
to the conmpani es. Embarqg did not have a | ong
di stance network, and so it was a | ot of savings
movi ng Embarqg fromthe Sprint contract they had to
this CenturyTel |ong distance network, and those do
flow through to nmy model .

Q Okay. | have a question about the cost of
capital just fromnmy |ayman's understandi ng of
capital cost. | know it's cheaper to refinance ny
mort gage now than it would have been eight years ago
when | bought my house.

Is the cost of capital increasing or

decreasing for CenturyLink?
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A A TELRI C model is | ooking at econom c cost
of capital, not what CenturyLink is doing through our
finance and treasury group. So the cost of capital
from an econom c perspective as we |ose |ines, as
costs increase, actually could be argued that the
cost of capital is increasing.

Q Okay. I n your testimony, you state that
CenturyLink's retail rates were set through a | ong
history of regulatory structure.

Are you famliar with any retail
rat emaki ng proceedings in Illinois for Gallatin River

or CenturyTel, CenturyLink, any of those entities?

A Can you point me to nmy testinony?
Q Bear with me a m nute.
It's your direct testimony, |ine

number starting with the question for 682, your
response starting at |line 686.
(Pause)
A ' m there.
Q Okay. So my question is, are you aware of
any lllinois retail rate investigations for

CenturyLink or its predecessor companies in the Pekin
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area or anywhere el se?

A No.

Q Are you aware what the cost of a retail
line for an Illinois customer is right now including
| ocal calling, switching, |local area |ong distance?
Do you know what the typical customer pays?

A ' m sorry. You said cost, not what the
customer pays. So the question?

Q "' m sorry. Pays, what the customer pays,

not what it costs.

A Can you be nore specific in what you're
aski ng?
Q Do you have any idea what the retail rate

is for a typical end user customer to purchase
standard dial tone phone service from CenturyLink?

A Well, in my rebuttal testinony, | had taken
a |l ook at our AR-13 report and stated in there it
came to an average of approximately...and this is a
confidential number.

Q That's okay. We don't need to have that in
t he record. That's okay.

A It's roughly twice what the Band 1 rate is.
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Q Okay. MWhat |'m asking for is do you know
what the retail rate is, not the revenue divided by
customers number, but the actual retail rate, if a
customer calls and says, hey, |I'd |Iike I ocal phone
service, what that nunber would be.

A We have a nyriad of |ocal rates, and we
sell typically to a customer more than just one
retail service, so | don't know, other than the
number that | quoted in my rebuttal testinmony.

Q If you'd go to page 39 of your testinmony,
pl ease, your direct testinmony. In response to a
guestion that is, "Why is conparison of Verizon
pricing a fair test of reasonabl eness?", your
response is, "Essentially, because |oop density is
simlar between Verizon and CenturyLink."

s that still your testimony?

A Yes. And | went further on with nultiple
ot her reasonable things to |l ook at in order to
understand that the 2685 Band 1 |oop rate is a just

and reasonable rate, and in that conparison, the

strict conparison between AT&T, Verizon, and Gallatin

River, what |'m saying is that we are much closer to
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Verizon's density than we are to AT&T's density.

And you can | ook at the page, and I
didn't have to do the math to subtract the 48.1 from
28.1 or the 465.9, which is AT&T's, fromthe 48.1 to
understand that there's a huge difference in
magni tude of densities.

Q Okay. And you'd agree that | oop density is
a |large factor affecting the cost for the model. | s
that true?

A Loop density is one of the factors that
affects cost.

Q | think your testimony said it's one of the
| argest factors affecting cost.

A Loop distance would be a very close second.

Q Okay. But still, based on the information
in the table, CenturyLink has 48 | oops per square
mle. Verizon only has 28. So that's al most doubl e;
again, | said I'm not good with math, but
substantially more, far | ess than 465 of course.

Now, if you go up to Table 11 in your
testimony on page 39, the CenturyLink pricing is $5

more for Band 1 | oop, $13 nmore for Band 2 two-wire
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| oop, al most $20 nore for Band 1 DS-1.

Do you still think that's a fair

conparison to make between CenturylLi nk and Verizon?

A Absol utely. | think when you bring
Verizon's monthly price, the 21.13, to today's cost
which is conparable to my 26.85, you find that it is
likely to be close to what | show in my rebuttal
testimony at $30. 28.

Now, if the Verizon cost of 21.13 is
somewhere newer than what | projected to get to the
20.38, for instance, | |ooked at it as well as if it
was 2004 cost, and it was still $27.50 which was
above, it's still above ny 26.85, | think it's still
a very reasonabl e conpari son

The only thing that | have for Verizon
is what shows on this page, but the really critical
thing to understand around this is that when | start
my TELRIC study, | don't have an end nunmber in m nd.

So we process through the inputs
t hrough the model and through the study, and we cone
up with our final numbers.

Then | sit back and think how can | go
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about validating those nunmbers to be sure that |I'm
confortable that they're accurate before | share them
with my management, before | share themw th ny
whol esal er.

And so | go and |I | ook at ny enbedded
i nvest ment . | TELRI C model results, have | ower
embedded i nvestment by 11 percent than what's
actually on my books, and it's 38 percent | ower when
| take those embedded i nvestments, and | project them
out for a telephone plan index to what the cost would
be today.

| ook at my mai ntenance cost, and ny
mai nt enance cost and ny TELRIC nunmbers are 11 percent
bel ow what we reported to this Comm ssion in 2010.
Those are significant nunmbers as well as conmparing
with Verizon as well as the numerous other
comparisons that | included which would be other cost
studies that |'ve done that get me very confortable
with telling my management and our whol esal e group
that 26.85 is the TELRIC for Band 1 in Illinois.

Q Okay. Can you explain then, you state that

Verizon's rates are somewhat reasonable given the
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density numbers.

My question is, in your rebuttal
testinony, you take issue with M. MClerren's
testi nony suggesting that Verizon's rates are
t hensel ves reasonabl e.

Can you explain your difference in

t hi nki ng?
A You started out your question by telling me
or stating that | say that Verizon's rates are

reasonable so I think that...

Q " m sorry. ' m stating your testinmony
states that -- 1'Il go to the exact | anguage. I
don't mean to put words in your mouth.

A And if you could point me to it as well.

Q Sure.

It's on page 39 and 40. Section 5,
just and reasonabl e prices.

During the course of your responses to
t hose questions, it appears you're suggesting that
Verizon's prices are reasonable as it's stated in the
gquestions thensel ves.

What |'m asking is, can you descri be
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or explain how you cone to that conclusion and then
also to the conclusion that M. MClerren's testinony

IS suggesting that Verizon's rates would be a

reasonabl e starting point. Explain the difference,
pl ease.
A As an analyst, | would decide that the 2113

is reasonabl e because this Comm ssion agreed with the
rate of Verizon many years ago in 2005, seven years
ago.

So again, as I'mtrying to think about
my cost study and the results fromit, the 26.85 in

my mnd is reasonabl e conpared to a seven year old

number when | know that copper cost, well, back in
2000, copper cost per pound was 80 cents. In 2004,
it was $1.25. In my cost study, it's $3 a pound, and

| ast week it was $3.81 a pound.

So | know how much the costs have
i ncreased, and so perhaps | was light in explaining
in this section that that was nmy thought process when
| | ooked at this.

Now, when | | ooked at the 26.85, that

is the TELRIC for CenturyLink in Illinois, and the
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21.13, which is an old cost for Verizon, that's how I
get confortable.

So then with M. McClerren's testinmny
where | take issue is that he concludes that our
rates should be |l ower sinply because this Verizon
nunmber is what it is and our density that's included
in here is |ower. | take issue with that because
there are multiple different parameters and metrics
t hat you need to | ook at as a cost expert before
you're going to reach a flat conclusion that we
shoul d be below 21.13.

And what's interesting is that
M. MClerren had sent a data request to us asking us
if we would be willing to accept Verizon's prices for
two-wire | oops and DS-1 | oops in this proceeding, and
so it almst seemed at that point that he was
t hi nki ng that that was an acceptable | evel of cost
for CenturyLink yet he ultimtely ended up with
somet hing | ower based upon what |'m understanding
what he wrote sinmply because of this density
di fference and the fact that the seven year old rate

is |lower than CenturyLink's.
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Does that answer your question?

Q Yes. Thank you

So copper costs, | understand that.

So people are stealing various copper plant, meaning
t el ecommuni cati ons network infrastructure.

So you're suggesting that the density
is simlar. So are the |loop lengths simlar for
Verizon rate centers versus CenturyLink rate centers?

A | don't know Verizon's. | don't have
anyt hing other than what you see here. This is a
statew de view as well, not just a Band 1 view. It's
being applied in a Band 1 sort of way. The density |
shoul d say is statewi de.

Q But you're not famliar with any conpari son
with | oop | engths between say Verizon, former Verizon
territory and CenturylLink's?

A No.

Q Okay. Now, at page 46 of your direct
testimony, you describe why there are nultiple rate
bands under FCC rules for establishing pricing.

Woul d the Comm ssion be fulfilling FCC

rules if it chose to create or suggest that
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CenturyLink create more than three rate bands?

A No.
Q Okay. | "' m done tal king about the TELRIC
study and proxy rates mercifully. | want to talk

more generally about NTS if we may and Centurylink's
position in the arbitration case as a whol e.

Who would you say has the burden of
proof in the interconnection agreement arbitration?

A CenturyLink is the only party here that day

in and day out constructs tel ephone plant, that day
in and day out writes checks to pay for that
t el ephone plant. So CenturyLink has the nost cost
information as the FCC realized, and so |I've made
every effort possible to open up all of CenturyLink's
ll1linois financial information, network information,
to the parties here so they too can evaluate the cost
dat a.

| would say that having done so, staff
got into the nodel quickly and fromthe data requests
that we received | can tell was really comng to
grasps and understanding how the cost and the nodel

came together. They asked some very detail ed
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guestions that meant that they were in the nodel
i n-dept h.

Q Certainly. | agree.

Goi ng to page 6 of your direct
testi nony.

A ' m there.

Q Okay. You had said NTS -- this is on line
72 -- never produced a single input nunmber for you to
eval uate agai nst the ones you had created.

At the time of those negotiations, was
NTS in possession of the actual cost study model or
just a summary of the findings fromthe model ?

A | don't recall actual dates, but at sone
point, they had the model. They had the ability to
open it up, and it's the same user interface that
staff woul d have used to change inputs and see how
t hat influenced the final answer.

We had to put a nondisclosure
agreement in place, and | vaguely recall that that
took a little bit of time to get worked through, but
in nmy recollections in talking with M. Mri we

t al ked about the different modules, and | recall
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asking himto please go to this tab and |l ook at this
particular sale so we could discuss what was
happening within the nodel in the cost study.

Q Okay. Did M. Mri ask specific questions
about the cost factors that were in the model during
t hose negotiati ons, do you recall?

A ' m hesitating just so | have an
under st andi ng that what took place during
confidential negotiations are fully open for
di scussion in this case. | ook to my attorney.

MR. DETHLEFS: It's my understanding that the
cost nmodel has been marked or the cost study and cost
model were produced as confidential and proprietary.

The negoti ations between the parties,
as far as | know, the nunmbers are the only thing that
woul d be confidential.

MR. TWOMEY: And if | can clarify, I'm just
asking the question to inpeach the testimny, not to
di scl ose any confidential information, and if the
witness feels unconfortable with answering the
guestion, I'mfree to ask it a different way.

JUDGE YODER: Okay. W th that understanding
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t hen, you can answer, or if you'd like himto
rephrase it perhaps.

MR. TWOMEY: | can rephrase it.

THE W TNESS: |f you could ask it again and
then I can let you know how I feel.

MR. TWOMEY: Sur e.

Q W t hout di scussing any particul ar questions
rai sed during those conversations, did M. Mri ask
any specific questions about specific costs that were
in the study, wi thout identifying what they were?

A We di scussed specific lines in the study,
but he never brought forward and said, for that
particular line, I think this is nmre a
forward-| ooki ng number that should be included in the
cost study. | | oaded that number, and | reviewed the
results and feel like this gets ne closer to what |
believe the TELRIC to be.

Q Okay. Did NTS have possession of the
nunbers that you used to create those line itens that
M. Mri was questioning?

A Yes, he did, and | recall very clearly on

t he phone talking with him explaining go to this tab
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and here is where you will see those starting numbers
that then feed back into the subsequent tabs of the
model .

Q Okay. Not going too far back but this
rem nds me of a question | wanted to ask.

Tel ephone poles or utility poles with
tel ephone and electric Iines on them in the cost
study you devel oped, is the assunmption that those
pol es are 100 percent owned by CenturylLink or are
t hey partially owned by electric conpanies or how did
that math work into the equation?

A Wthin the input of devel oping the
investment for poles, there is a value for the
percent that is conpany-owned versus non-tel ephone
conpany-owned. So as the nodel processes, it reduces
t hat i nvestment amount to recogni ze that.

Mor eover, in the expense side of it
when we are cal culating the mai ntenance cost for
pol es, we subtract out revenue associated with pole
rentals, and we add in the cost that we pay for pole
rentals to come up with a net accurate mintenance

cost.
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Q So | understand from your answer that the
model is capable of handling this kind of
i nformation.

Did CenturyLink, when creating the
numbers, take into consideration what percentage were
CenturyLi nk owned, what were let's say perhaps
electricity company owned that were | eased by
CenturyLi nk versus those that were solely owned by an
el ectric company?

A Yes, and there was a wor kpaper provided
associ ated with that as well, and the input into the
model work reflects that.

JUDGE YODER: Stop for one second. We can hear
a phone going off. Let's go off the record for a
second.

(Whereupon an off-the-record
di scussion transpired at this
time.)

JUDGE YODER: Back on the record.

You are done with your cross?

MR. TWOMEY: | have no further questions, and

t hank you for your patience.
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JUDGE YODER: Okay. M. Lannon?
MR. LANNON: Yes. Thank you, Your Honor.
Wel come to Illinois, Ms. Londerholm

THE W TNESS: Thank you.

MR. LANNON: | know you haven't been here
bef ore. | hope you enjoy your time here.

CROSS- EXAM NATI ON

BY MR. LANNON:

Q Could you turn to page 5 of your rebuttal
pl ease?

Rat her than risking m sparaphrasing
you, if that's a correct term nology, |I'm just going
to read a few sentences here okay?

Starting down at line 61, page 5 of
your rebuttal testimny, you state, "A shorter copper
| oop I ength only has increased functionality and
costs once increnentally electronics are added to the
| oop. Absent incremental electronics, there is no
increased functionality and cost. CenturyLink did
not include any additional electronics to increase
functionality or cost of a two-wire | oop beyond that

required by the FCC to provide voice grade | oop
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functionality."
s that your testimony? Did | read
that right?

A Yes.

Q Does an 18, 000-foot CSA, and that's carrier
service area, does an 18, 000-foot CSA design provide
voi ce grade | oop functionality?

A Yes, it can.

Q And assum ng no incremental electronics are
added, is there, with respect to two-wire | oops, any
di fference in functionality between 12, 000-foot CSA
design and an 18, 000-f oot CSA design.

Woul d you like me to ask that again?

A Pl ease. Thank you

Q Assum ng no incremental electronics are
added and regarding two-wire |oops, is there any
difference in functionality between a 12, 000-foot CSA
design and an 18, 000 foot CSA design?

A No, not without increased electronics
associated with the | oop. 18,000 feet would I ook
i ke 12,000 feet CSA design, froma CSA design

perspective.
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Q Okay. Movi ng on to page 6 of your
rebuttal, | think it's starting on line 83, you
state, "As | discussed below, CenturyLink does
all ocate the DLC, and that's digital |oop carrier,

i nvestment, and to be clear, the 25 percent
all ocation ordered in 02-0864 was applied to DLC
common equi pment only."

Did I read that right?

A That's correct.

Q Okay. Does CenturyLink provide DSL service
using its existing | oops?

A In our retail side of our conmpany, yes,
woul d he do, but the effort here is for TELRIC

Q And did CenturyLink allocate any of its
| oop costs to DSL service in your TELRIC nodel ?

A It would be inaccurate for us to have done
So because we don't include the incremental
i nvest ment associated with the services in my TELRIC
model to provide DSL, so there's nothing to allocate
to DSL. We don't include a DSLAM specifically
because the FCC says don't include DSLAM You cannot

provide DSL without DSLAM i nvest ment.
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Q And are the costs that CenturyLink relies
on for its proposed rates in this proceedi ng based
upon an allocation of at |east 25 percent of DLC
investment to common DLC equi pment ?

| can read that again for you.

A Thank you.

Q Are the costs that CenturyLink relies on
for its proposed rates in this proceeding based upon
an allocation of at |east 25 percent of DLC
i nvestments to common DLC equi pnent ?

A "' m not sure | understand your question
t hat we would allocate DLC investment to common DLC
equi pment .

Q Well, maybe this is a better way of going
about this.

' m sorry. Did I interrupt you?

A | was going to explain that the DLC is a
physical piece of plant out in the network, and the
common equi pment is the box that we're tal king about
in that as a function of that piece of equipment.

So the DLC investnment itself includes

both common and the other equipment that actually
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goes inside the cabinet. So those are sort of the
two pieces that m ght help us to talk through the DLC
equi pment out in the field.

Q Okay. So goi ng back to your statement on
line 6 starting on, or excuse me, on page 6 starting
on line 83 in your rebuttal, the 25 percent
al l ocation that you reference and state was applied
to DLC common equi pment only, that would be the
common equi pment you just referenced, explained?

A That woul d be correct. It would be |ike
t he cabi net piece of that, and nmy understanding from
this other docket is that that piece of compn
equi pment i s what was ordered to be 25 percent
all ocated away to sonmething else |eaving 75 percent
in the cost study. That's my understandi ng.

Q Just so |I'm clear then, the increnmental
el ectronics that | suppose are contained within the
DLC comon box, that would be 75 percent of your
investment? Or excuse me. You would allocate 75
percent of your investment for the electronic
component of the DLC?

l'"mtrying to understand once again
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t hat one statement.

A So I'll go back to my prior explanation.
So there was 100 percent -- we would
call it a box. W put the box out there which

i ncludes the cabinet plus what goes inside the
cabinet. At that point we're at 100 percent. There
is no incremental investment in ny TELRIC study that
goes inside that box to allow any DSL service. It's
strictly what's needed in order to provide the UNE

| oops that the FCC requires us to have.

So at that point, | have a hundred
percent investment, and then that investment gets
spread across the different kinds of UNE | oops that
the FCC requires. So the two-wire | oops that | have
in my model, and as | explained later, the two-wire

| oops end up with 77 percent fromthat 100 percent

i nvest ment .
Did that clear it up?
Q Well, where would the -- yes. Thank you.
Not completely, but we'll let it go. It's probably

my dense thinking rather than anything el se?

Why don't we turn to page 7 please of
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your rebuttal once again starting on |line 93 where
you state, "The 12, 000-foot CSA design shortens the
copper in the network which results in | ower unit
costs while remaining true to the FCC' s requirenment
for the nost efficient telecomunications technol ogy
currently avail able.”

Did | read that correctly?

A Yes.

Q Does an 18, 000 foot CSA design |lengthen the
copper in the network relative to a 12,000-foot CSA
desi gn?

A Yes, it does, and it's a backward | ooking
technol ogy as well.

Q And does an 18, 000-f oot CSA design reduce
the | oop cost produced by the nodel relative to a
12, 000-f oot CSA design?

A It reduced the | oop cost in some of the
wire centers we studied but not in all of the wire
centers.

Q And turning to page 10 of your rebuttal
line 155, | believe you state, "The network

configuration, i.e. the design of the cable and
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el ectronics, should produce the | owest unit cost
whi |l e al so having the most efficient

tel ecommuni cati on technol ogy,"” correct? Did | read
t hat one right?

A Yes, you did.

Q And to me, that inmplies that when you're
assessing efficiency, you' re not assessing cost. l's
t hat correct?

A It's correct that it is a two-part process.

Q Separate?

A Both processes need to be met in order to
meet the FCC requirements at it's | owest cost network
configuration, most efficient technology, and as the
FCC poi nted out...

Q Well, hold it. Hang on because you're
| osing me al ready.

A Sur e.

Q Sorry. My fault.

You said it's a two-part process? Was
t hat the word you used?
A That was the word | used.

Q Okay. And what are those two parts? |Is
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one efficiency |like engineering efficiency and is the
ot her a cost-based process?

A Yes. One is the engineer, the efficient
engi neering technol ogy, the technol ogy that's going
to be used in the network that's the most efficient
to put out there, and the other is understanding then
the | owest cost technol ogy that's associated as well.

So they touch each other, and trying
to neet both of themis what the FCC requires, and
the 12, 000-foot CSA design which is a forward-I| ooking
design, it's a |least cost technol ogy, versus an
18, 000 foot which is a backward technol ogy, it's not
what we focus on in our network today. It's not what
any | LEC would focus on in their network today, and
the cost difference in processing those two is
relatively the same, and so..

Q Well, et me ask you. I n your two-step
process, what are the non-cost based criteria?

| think you were talking -- you spoke
about it in terms of technology | believe?

A Technol ogy and network configuration. So

there's the process that my nodel uses to say here's
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the central office and here's the customer | ocations,
and so it redesigns the cable and wire between those
in order to get the sheath feet distance | ower which
is 36 percent lower in nmy TELRIC study than our
embedded network has, so that's an efficient network
configuration.

Q In a total, you know, combining the
t wo-step process, |ooking at both of those in the
total, couldn't an 18,000 foot design be nore
efficient than a 12, 000-foot design dependi ng upon
how nmuch, how many el ectronics you have to add?

A The 18,000 feet is counter to the FCC s
requi rement of a forward-|ooking network design.

Q Can you explain that to nme because, you
know, | know what you mean by forward | ooki ng. You
don't go back to an actual network, right? You're
using an i magi nary network, but why would the
18, 000 feet necessarily be backward | ooking while the
12, 000-f oot design is necessarily forward | ooking?
Is that true in all cases or do they depend upon the
circunmstances?

A The FCC. ..
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Q ' m sorry, Ms. Londerholm | can read the

FCC orders | ater, but can --

A But . ..

Q Go ahead. l'd really |ike your opinion
t hough.

A | wanted to get to the right place in ny

testi nony.

Q Okay.

A The FCC was driving towards market-based
type of price which would be a forward-Iooking
econom c cost, meaning that a conmpetitor next to
CenturyTel could come in and rebuild the same network
with the same information that we have today with
costs today and efficient design today at the sane
cost and cone up with the same cost nunbers that we
have.

Q Okay. Let me just follow that.

You mean a conpetitor would come in
and build a network that would be better than your
network, right? 1t would be newer, nore efficient,
but your network would be older, less efficient, but

your TELRI C nodel would be equal to the actual newer
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net wor K. s that right?

A That's correct.

If you'll give me just a nonent.

(Pause)

A On page 36 of my rebuttal testinony, |
guote | think an important section of the FCC in
trying to explain this.

When they decide that they want
f orwar d-| ooki ng econom c cost to meet the goals of
the 1996 act, they state that in a dynam c
competitive market, firms take action based not on
embedded cost but on the relationship between
mar ket - det erm ned prices and forward-|ooking econom c
costs, and it goes on and I won't read it.

But the concept would be that ny
conmpetitor isn't going to be building an 18, 000 foot
CSA desi gn. My competitor is going to be building a
f orwar d-| ooki ng network design which would be
12,000 feet, and that's the concept throughout the
first report and order, etc., that comes out that the
FCC was wanti ng.

And it goes further on too that the

90



10

11

12

13

14

15

16

17

18

19

20

21

22

new entrants should be making their decision to
purchase unbundl ed el ements or to build their own
facilities based upon the relative econom c cost of
t hese options.

Q Well, tell me, why would a conpetitor
necessarily, when they're building their new
f orward-| ooki ng network, why would they necessarily
want to always use the 12, 000-foot CSA design?

And if you want -- let me just add
anot her question subject to your attorney's
obj ection, but would the 12,000-foot CSA design
al ways be the nost efficient?

A The process here is a TELRIC nodel to
redesi gn, reconstruct the network between the central
office and the end user customers, and that process
requires input val ues.

Q Al'l right. But let's stop right there.

When you say design a network between
a central office and TELRIC customers -- is that what
you sai d?
A Yes.

Q That's the end user custonmer, right?
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A That's right.

Q Okay. Now, they're in place right now,

A That's correct.

Q So this is what |'m getting back to. \hy,
considering that there's all kinds of configurations
right now in your network and density issues and end
users here and there, everywhere spread out, why
woul d it always be that a 12, 000-foot CSA design is
better than an 18,000 foot CSA design?

A Setting aside the FCC set a 12, 000-foot CSA
design is an appropriate one to use for a TELRIC
model , copper cable today, home-run copper cable is
very expensive.

Q Yes. We heard you explain..

A Let me take that further. X dollars
(confidential) for a mle of copper. And so the
customers that | think you're thinking about most are
the customers on the fringes. These are the folks
way out on the fringes.

Q That's right.

A And so to reach those custonmers, they're
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generally mles and mles away fromthe central
office.

So if I have to build copper cabl e,
home-run copper cable at X dollars (confidential) a
mle six mles out to a customer, it's inefficient to
do that. That's a second network as well that
overbuilds within a wire center.

Q Well, et me ask you, relative to the X
dollars (confidential) to go out the mile...

A And that's a confidential number. Let me
al so say that.

Q Oh, I'm sorry.

A No, | stated it first. | would like to
make the record clear it's a confidential nunber.

Q Rat her than X numbers of doll ars
(confidential) to go out to that fringe customer,
couldn't you just invest in some electronics that
woul d serve nultiple customers with an 18,000 foot
design? That is...

' m sorry. Do you understand the
guestion? | think |I've confused nyself.

A | think what you're suggesting is not
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home-run copper | oops but a digital |oop carrier but
just closer into the central office.

But those fringe custoners, there's

still not very many of them and they are the
fringes. | think it's really important to understand
t hat our effort here is unit cost. So we take input

val ues across multiple areas, including specific
customer | ocations, so we end up with our investment
pretty much at a customer |ocation. W average that
up to the digital |loop carriers. W average that up
to the central offices. W average the central
offices up to the different bands, so by the time you
do that work, those fringes don't really have a
significant inpact on the results.

And so when | am working with ny
TELRI C model and my staff, we work as efficiently as
we can, and for us to take the time to reengi neer for
the fringes, it just wouldn't influence the answer
enough to say that this is not a TELRIC compli ant
cost .

Q Okay. Now, you enphasi zed you're | ooking

at unit cost, correct? That was part of what you
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just said, right? 1 think it started off as
somet hing al ong those |ines.

A That's what this effort is about.

Q That's what this effort is about.

Now, isn't it true that 18,000 feet,
or excuse me, 18, 000-foot CSA design produces | ower
unit costs than the 12, 000-foot CSA design?

And let's just take this. Band A,
woul dn't that be true in Band A?

A Band 1, which went from four wire centers
down to three, had a slightly |lower unit cost, but
you give up the forward-1ooking technology that's
required by the FCC in doing that.

Q Al'l right. First of all, | apologize for
Band A, B, C. | guess Illinois Bell influenced us
all more than we hope.

But what are you giving up -- you
menti oned you give up the forward-Iooking technol ogy,
but what exactly are you giving up?

A You give up any possible innovations that
can take place. That's also part of what the FCC was

| ooking for in opening up the network back in 1996.
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Q So this would be a very forward-Iooking
exercise, right? You're talking about innovations
t hat haven't taken place, is that correct?

A 12, 000-f oot CSA design is not a gol d-plated
net wor k. It's been around for over 20 years.
Customers who want band wi dth want |[ots of band
wi dt h, and so CSA designs today are often at
3,000 feet and 5,000 feet. They're not even
necessarily 12,000 feet. 12,000 feet will get the

voi ce grade TBM features that TELRIC and the FCC

require.
Q ' m going to move on now. Thank you for
your patience. It's kind of a hard thing for me to

wrap my m nd around.

A And | want very much to be open and cl ear
with the Comm ssion..

Q You' re doing a great job.

A ...1n explaining where our position is on
t he subj ect.

MR. LANNON: | think you're doing a great job.

| want to ask about some confidenti al

i nformati on. Shoul d we go off the record for a
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m nut e, Your Honor?
JUDGE YODER: Sur e.
(Wher eupon an off-the-record
di scussion transpired at this
time.)
JUDGE YODER: Back on the record.
MR. LANNON: Thank you, Your Honor.
Ms. Londerholm | have a few nore
guesti ons.
Q We're done with your response to
Dr . Zol nierek, and we're still on your rebuttal, so
could you turn to Iine 449 which would be on page 24.
Starting at line 449, you inply that
M. MClerren is applying an ol d-fashioned rate of
return standard in assessing the appropriateness of
just and reasonabl eness as far as the CenturylLink
TELRIC rates are, is that correct?
A That's correct.
Q Okay. Does M. McClerren ever testify
about any analysis he did regarding the revenue
requi rement ?

A. No.
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Q Does

rate base?

he ever testify that he determ ned a

A No. The only thing --

Q Did he offer an allowed rate of return?

A It could be inplied |I suppose that he --
Q Well, did he calculate operating expenses,

depreci ation, taxes?

A. No.

Q The other things that are all done in an

ol d-fashioned rate of return case?

A. No.

Q Okay.

i mportant nuance as the existing rate has no basis

cost, correct?

At line 474, you state this is an

A. Correct.

Q Do you agree that the rates that are

currently in effect between Gallatin or Madi son River

and NTS were the result of negotiation in '06 I

believe, is that right?

A That'

Q Okay.

s my understandi ng.

And is it your understandi ng that

parties to a negotiation will represent their own



10

11

12

13

14

15

16

17

18

19

20

21

22

best interest when representing rates |like they did

in '067?
A. Under normal circumstances, that would be
correct.

Q And you're not testifying that Madi son
Ri ver had no idea about its cost in 2006 when it
agreed to the existing rates with NTS, are you?

A Could you restate the question again?

Q Sure.

You're not testifying or it's not your
testinony that Madi son River had no idea regarding
its costs when it negotiated and agreed to the
existing current rates with NTS back in 2006?

A | would agree that it's not my testimony to
say that because | was not a party to anything back
in 2006, but when |I | ook at this 17.93 rate and
understand the property in Illinois, |I do not believe
t hat any rational cost work was done to devel op that
number . |'ve worked with cost work for a long time.

Q So that would | eave irrational negotiating
on the part of at |east one of the parties?

A It would | eave certainly things outside the
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scope of what | would understand.

Q Okay. Now, at line 519, you state | oop
density is one of the largest factors affecting cost.
Actually, M. Twoney touched on this already. And
you i ndicate that you do not agree with
M. MClerren's position that the higher the | oop
density per square mle, the shorter the average | oop
| ength would be, and I think you indicate that you've
got to also address dispersion in that analysis, is
t hat correct?

A That is correct.

Q Okay. Assum ng all you knew was that
Conpany A had 70 percent nmore | oops per square mle
t han Company B, which would you expect to have | onger
| oop | engths?

A That information does not give me enough
knowl edge to make any concl usi ons around | oop
di st ances.

As | show on the table in the next
page, they're not related. Pekin and North Pekin as
| show -- and it's confidential, | won't say the

numbers -- are very close in costs but their average
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| oop lengths are quite different.

Q Okay. |"mtrying to think how to get
around the confidentiality here, but going back to ny
guestion, what else would you need to answer the
gquestion?

And if you'd Iike, I would be happy to
reread you the question.

A Let me state what | think | understand you
to have sai d.

| have Conmpany A that has 70 percent
more | oops per square mle than Company B.

Q Ri ght .

A And you' ve asked me what | can concl ude
about | oop distances knowi ng that one fact.

Q Well, which one would you expect to have
| onger | oop lengths? 1Isn't there an expectation that
one woul d have | onger | oop |lengths than the other?

A No. | have worked with costs at very
di screte |l evels enough to know that it can go both
ways. The nore dense one can have | onger | oop

| engths. And we're tal king |oop | engths?

Q Ri ght .
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Woul d you agree with me that nornmal
t el ephone plant construction has a central office
near the center of an exchange's |l argest town with
facilities radiating out in a hub-like architecture,
in a hub and spoke architecture, isn't that correct?

A No, not necessarily, and frankly, not as
often as you would think because the central offices
have been built quite sonme tinme ago.

Q Ri ght .

A And as good as ny engi neers are, the
construction of the city itself can go conpletely
different than where the central office location is,
So it's not uncomon for me to see where a central
office will be placed next to like a river because
that was the initial hub of the city, but the
exchange could be huge and it could have gone way far
sout h where people decide to Iive and perhaps not
north, and so then it can get skewed with how it's
wor ked.

Perfect world, had everybody had
foresight and the tel ephone conpany could have

sel ected where people could live, that's what we
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woul d have done.

Q | don't want to beat this too nuch, but
when tel ephone companies were first building their
networ k, towns tended to grow out more radially than
t hey do now. | think if you | ook east of the
M ssi ssippi, you see many nore downtowns that expand
concentrically out from that downtown area. Of
course, there are geographic features |ike you said.
Chi cago has the | ake and rivers, etc. but wouldn't
you agree with that as a general matter that that is

where the hub and spoke design would have canme fronf?

A | would agree that within some proximty of
the central office you will see absent some density
just right there with the central office, but | wl

point you to page 30 on ny direct testinony where
|*ve included a map of the Di xon exchange, and you
can see where the central office is with that red
dot .

Q Uh- huh.

A But if you |look up to the northeast, you
can see where there's some lines up there. Well,

those are streets, so that's where customers have
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built within my Di xon exchange which is a very | arge
square footage. It covers 111 square mles, and so
it's very |l arge.

Q Okay. Let's move on, and once again, turn
to page 28. We're going to go back to that table 2,
and that's confidential. | am going to try to talk
around it, but if I'mgoing too close to
confidentiality, just let me know or your attorney
can let me know.

Table 2 represents four wire centers,
correct?

A Correct.

Q And those wire centers have a great
variance in density, loop length and geographic area,
correct?

A Correct.

Q And those four wire centers are al
CenturyLink, correct?

A These four wire centers are the 12, 000-f oot
Band 1 wire centers so it's interesting to see at
Pekin if you |l ook at the density line versus the Band

1 in total.
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Q You may have al ready answered this
guestion, going back to M. Twoney's question, but
did you do any analysis for Verizon exchanges |i ke
the Table 2 analysis you did, Verizon Illinois

exchanges?

A Can you point nme to the Table 2 anal ysis?

Q Oh, we're still at page 28 of your
rebuttal.

A Oh, | do not have detail for the Verizon.
Al'l I have for Verizon is their statew de density

number and then their Band 1 UNE | oop rate for
two-wire | oops from seven years ago.

Q And | think that's exactly what you
testified to earlier.

So you couldn't have made the same
conparison for Verizon at CenturyLink wire centers in
IIl1inois, could you?

A No, and | don't know that | would have had
any reason to do so.

Q Okay. Let's move on a little bit. Li ne
533 starting with "It should be easy to conclude that

Verizon's density could indeed be less while their
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costs could be equal or less than CenturyLink's,"
that's your testinmony, correct?

A That's correct. Anyt hing is possible.

Q So the opposite, the converse would also be
correct?

A It's possible. The statistic above that is
also | think very important. When you | ook at the
185 wire centers that Verizon had to average into the
Band 1 versus the four wire centers that CenturyLink
has, that makes a difference in how the cost dynam cs
are going to come out as well because the 185 is
likely to have Verizon's nost dense weighted to a
| ower cost.

Q Al'l right. Let's | ook at a part of what
you were just talking about there.

On line 552, you say, "There's not a
sinple linear relationship between density and
two-wire | oop costs.™

And then you say Verizon -- well,
strike the word Verizon.

Did | read that correct?

A Coul d you point me to the line, please?
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Q Yes. It's line 532 on page 28 of your
rebuttal .

A 532. "There is not a sinple |inear
rel ati onship between density and two-wire | oop
costs.”

Q You know what? [|I'mreally sorry. | was
readi ng the wrong |ine. You' ve al ready answered that
part.

If we could move to |ine 552 on page
29, and |I'm going to paraphrase you here. | believe
you testified that relative to the central office,
CenturyLink's 48 customers could all be |ocated at
the edge while Verizon's 28 customers could be
| ocated close in, correct? Isn't that what you're
sayi ng?

A In that particular section of ny testinmony,
" m just giving an exanple of what could possibly
happen.

Q Yeah. And the converse could also be true,
correct?

A Yes.

MR. LANNON: Okay. Thank you very much,
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Ms. Londer holm | appreciate your forthrightness.

JUDGE YODER: You're done, M. Lannon?

MR. LANNON: Yeah, |'m done.

JUDGE YODER: You want to talk to your client
for a mnute?

MR. DETHLEFS: Sure. \What tinme -- how are we
doing timew se?

JUDGE YODER: It's 12:11. |f you have a | ot,
we can take a break now.

MR. DETHLEFS: Let's take a break now if we
coul d.

MR. LANNON: A lunch break you mean?

MR. DETHLEFS: Yeah.

JUDGE YODER: All right. Wy don't we try and
be back about 1:15 then, and you'll have a chance to
talk to your client.

(Whereupon the lunch recess was
t aken.)
JUDGE YODER: Back on the record in 11-0567.
Ms. Londerholm you are still under
oat h.

Do you have any redirect for your
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wi tness, M. Dethlefs?
MR. DETHLEFS: | do, Your Honor.
REDI RECT EXAM NATI ON
BY MR. DETHLEFS:

Q Ms. Londerholm you were asked some
guesti ons concerning what information had been
provided to the other parties concerning the cost
model and I'd |ike to ask you what exactly was
produced in this proceeding concerning the cost
model ?

A There was a CD that was given to the
parties that included the | oop cost nodel, the
econom c¢c cost model which is conprised of the other
direct cost, the annual charge factor, the | oop
summary modul e and the input nmodul e.

Al so on that CD was a folder called
"Document ati on"” that included how to process the
model . It included the flow in the | oop model of how
it processes its different parts. It included
document ation that actually showed all of the
algorithms in that | oop nodel. There was a fol der

call ed workpapers that included how the materi al cost
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t hat was used in the | oop model was devel oped. Five
or six Excel documents in the work papers associ ated
with how all the inputs were worked up as inputs into
t he model .

I n addition, there was quite a bit of
di scovery fromstaff as | said earlier. | mean, they
really got into the model, and they asked a nunmber of
questions down to a termnal |evel almst within the
model i ng process.

And then in addition in my testinmny I

included, to help the parties understand, | broke out
the investment by different plant types. | included
the two wire investment on a per |ine basis.

included Band 1 two wire nmonthly recurring cost
across the different plant types as well as across
the different expense categories. | included an
exhibit to my direct testimny, 2.1, that also
expl ai ned the met hodol ogy around the annual charge
factor, the other direct cost, the comon cost, and
t he modul e.

Q Okay. There was some questioning by both

staff and NTS concerning digital |oop carriers.
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Did you in your direct testimony
include detail that shows how much the cost of
digital loop carriers is in the unit |oop price?

A Yes. It's one of the tables that |

menti oned as a part of the docunentation to the

parties. It would be on page 23 of ny direct
testinony, |line 63. DLCs woul d be included in that
figure that's found in colum D; so colum D, |ine
63.

Q So to be clear, the DLCs are included in
the line itemcircuit electronics, XXX
(confidential)?

A That's a confidential nunber.

Q Oh, I'm sorry.

A It's included in that, yes. The Cell D
53. That's for two wire Band 1, and line 69 is not

confidential nunber. That's the 26.85 that we've

been tal king about, and so | included the conposition

in this schedule of piece parts to the 26.85
including the circuit electronics that includes the
DLCs.

Q Are there any other circuit electronics
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besi des the DLCs in that number?

A Yeah, there's some electronics associ ated
with the central office. The DLCs cone into the
central office as well.

Q You were asked some questions very early on
concerning a situation where you have a customer with
a |loop that goes to a DLC that in turn goes to a
rempte switch, and then ultimately the path goes to a
host switch.

For purposes of calculating the TELRIC
| oop cost, what are the end points in your
cal cul ati on?

A The end points are the switch | ocation,
whether it's a remote switch or a host switch, and
t he customer plant.

So in your example, the customer to
the DLC, the DLC to a switch is the total | oop
di st ance.

The customer |ocation to the DLC woul d
be the distribution portion of the plant. The DLC to
the switch is the feeder portion of the plant.

Q s the plant fromthe remote switch to the

112



10

11

12

13

14

15

16

17

18

19

20

21

22

host switch considered part of the | oop cost in your
anal ysi s?

A No, it is not.

Q And do all the remote switches that
CenturyLi nk has have NDFs?

A Yes.

Q What's MDF stand for?

A lt's the main distribution frame for the
switch itself.

Q Now, there were some discussions concerning
the Verizon Band 1 loop rate in Illinois, and you
were asked a nunber of questions about that.

Coul d you explain how you think the
Verizon | oop rate bears on this proceeding?

A The reason that | included that in ny
testinony was a validation point, so |I'm not
suggesting in any way that CenturyLink's cost should
be equated with Verizon's. | recognize that the data
t hat we have before us, which is ol der data,
denonstrates that Verizon's density is |less than
CenturyLink's. The cost CenturyLink puts forward

today with today's cost is higher than Verizon's.
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So as a validation, the 21.31 that is
Verizon's rate should be | ooked at at today's cost,
and I was not a party to the Verizon case, and so
whet her it was 1999 cost or 2003 cost, |'m not
exactly sure, but the cost in either of those cases
when | use 2004 as a possible cost basis and index it
forward, it increases there 21.31 to 27.50. If | use
2000, it comes up to 31.28.

So it validates it even nore in ny
m nd when | do that work to say CenturyLink 26.85 is
a valid, just and reasonable cost for CenturyLink in
I11inois.

Q You were asked some questions concerning
the relative |loop |l engths and density as between
CenturyLi nk and Veri zon.

Can you --

A Loop | engths and density don't have a
direct relationship. As | put in my testinmony, the
di spersion of the customers will make a difference as
well, and | don't have Verizon's data on their |oop
| engths in order to do that sort of a conparison, so

the |l oop lengths don't come into play in the
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validation of what I'"'mtrying to do with
CenturyLink's 26.85 two-wire Band 1 | oop cost.
If I'"m concerned about | oop distances,
' m | ooking at the sheath feet that my nodel produces
which is 36 percent |less than what nmy embedded sheath
feet are, and that's the distance that needs to cone
into play in validating distances.
But the density overlaid with [oop
di stances of another carrier, |'ve never attenpted
t hat because | just don't have the information to do
t hat .
Q Why don't you believe that | oop density and
| oop I ength are rel ated?
A Because |'ve seen many instances where, and
| point out in my testinony, where the distances can
be greater and the density, and the relationship,

t hey don't coincide with each other.

MR. DETHLEFS: Your Honor, | believe that's al
the redirect | have.
At this time, |1'd move

Ms. Londerholm s exhibits into evidence, CenturyLink

2.0, 2.1, 3.1, 3.2 and 3. 3.
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JUDGE YODER: All right. And just let me find

my, just to be clear --
MR. LANNON: Your Honor, |'m sorry to
i nterrupt.

JUDGE YODER: Recr oss?

MR. LANNON: Yes, | woul d. One questi on,
pl ease.

JUDGE YODER: Well, let's starts with
M. Twoney.

Did you have any recross since you
went first?
MR. TWOMEY: Yeah, | have one question too.
That's all.
RECROSS- EXAM NATI ON
BY MR. TWOMEY:
Q You had discussed the cost of copper
rising, the confidential number.
The cost of |abor, you said it

i ncreased? |s that also true?

A Labor increases every year as well. Peopl e

require raises. Heal th care benefits become nore

expensive. Workers' Conpensation becomes nore
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expensi ve.

Q Can | ask you the cost of equipnment in the
net wor k?

A "' m sorry

Q Sur e. Go ahead.

A You mentioned the confidential nunbers of
copper. The one nunber | nmentioned is confidential,
but in |l ooking at just the cost per pound from 2000
to | ast week, it went from $.80 to $3.81.

Q So that question now is if you're thinking
in a generic way about the costs for equipment that
were in Verizon or AT&T's cost study, would it be the
case that the equipment cost would |likely be higher
or | ower based on the equipment that you're assum ng
in your study?

A Can you define equi pment for nme, please?

Q Switches, digital |oop carriers, DSLAMs,

t hi ngs of that nature.

A Okay. Well, I don't have switching in ny
model . | don't have DSLAMs in nmy model .
Q Okay.

A But if you | ook at page 34 of ny testinony,
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you can see the TPl index for circuit equi pment on
line 7.

Circuit equipment is one area that has
stayed relatively flat froman index cost
perspective.

Q | ndex cost perspective meaning including
inflation, in effect?

A Correct.

MR. TWOMEY: Not hing further from me.

JUDGE YODER: M. Lannon?

MR. LANNON: Thank you, Your Honor.

Hi . | just have one follow-up recross

gquesti on.
RECROSS- EXAM NATI ON

BY MR. LANNON:

Q Your attorney asked you about circuit
el ectronics on page 23 of your direct, and would that
have been line 63 of that table?

(Pause)
Q It's page 23.
A Yes. | apologize if | was incorrect.

Q No, that's all right. There's a foll owup
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gquesti on.
Is that figure only for Band 17
A Yes. ' m sorry. | thought | said Band 1,
t wo-wire.

Q Okay. Thank you

A And, |I'm sorry, yes, row 28 applies to both
of those tables on there.

MR. LANNON: Thanks a lot. That hel ped us
under stand that.

MR. DETHLEFS: No further redirect.

JUDGE YODER: All right. And Ms. Londerhol nm s
Exhibit 2.0 was filed in both public and confidenti al
versions?

MR. DETHLEFS: That's right.

JUDGE YODER: As well as Exhibit 3.1, her
rebuttal testinony?

MR. DETHLEFS: Ri ght, and we'd move for both of
t hose.

JUDGE YODER: All right. s there any
objection to the adm ssion of CenturyLink's Exhibit
2.0, direct testimny of Ms. Londerholmfiled

followed with attachment Exhibit 2.1 or CenturylLink
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3.1, the rebuttal testimny of Ms. Londerholmfiled
both public and confidential as well as Exhibits 3.2
and 3. 3?
Al'l right. Hearing no objection,
those will be admtted into evidence in this docket.
(Whereupon CenturyLi nk Exhibits
2.0, 2.1, 3.0, 3.1, 3.2 and 3.3
were admtted into evidence at
this time.)
(W tness excused.)
JUDGE YODER: Anything further to present on
behalf of Gallatin River, CenturyLink?
MR. DETHLEFS: No.
JUDGE YODER: All right. M. Twoney, is M.
Mri next?
MR. TWOMEY: Yes.
JUDGE YODER: M. Mri, before your attorney
starts, were you previously sworn?

THE W TNESS: Yes, | was.
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FRED M RI
called as a witness herein, on behalf of NTS Services
Corp., having been first duly sworn on his oath, was
exam ned and testified as foll ows:
DI RECT EXAM NATI ON

BY MR. TWOMEY:

Q Okay. M. Mri, can you give your ful
name and address for the record, please?

A Fred Mri, 4 Kensington Court, Streamwood,
I1linois 60107.

Q And did you prepare testinmony filed in this
case on your behal f?

A Yes, | did.

Q Do you have any corrections or alterations
to it as it was filed?

A | couldn't find any, no.

Q s it still true to the best of your
knowl edge?

A Yes.

MR. TWOMEY: l'"d like to move for the testinony
to be introduced into evidence in this case.

JUDGE YODER: All right. If you were called
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and asked each of the questions in that testinmony
t oday, would your answers be the sane?
THE W TNESS: Yes.
JUDGE YODER: All right. W'Il|l address the
adm ssibility followi ng any cross-exam nati on.
M . Dethl efs?

MR. DETHLEFS: Yes, | do have sonme cross. I

have a couple cross exhibits I"'mtrying to track down

here. Just a second.
CROSS- EXAM NATI ON
BY MR. DETHLEFS:

Q M. Mri you're famliar with NTS
generally, aren't you, and their operations in the
state?

A Not their day-to-day operations, but [I'm
famliar with the conpany, yes.

Q Did you review the discovery request
responses that NTS prepared in this case?

A Yes, | did.

Q Now, is it true that NTS is both a
competitive | ocal exchange carrier and an | nternet

service provider?
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A Yes.
Q And anong the services that NTS provides

are business grade telecom services?

A | believe so, yes.

Q | ncl uding | ocal telephone service?

A Yes.

Q Long di stance tel ephone service?

A Yes.

Q Hi gh speed I nternet access?

A Yes.

Q And is it the same as DSL in your --

A Yes.

Q Private networKking?

A | don't know about that.

Q Hi gh capacity service generally?

A | believe so.

Q And NTS does have sone tel ecomunications
investment in Illinois, doesn't it?

A Yes.

Q They have a co-location space in one or
more of CenturyLink's central offices, correct?

A Ri ght .
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Q

space?

A

W t

h some equi pment in that co-1location

As well as a switch and | eased fi ber and a

| ot of other

staff

Q

A

Q

VWhe

I n

Di d

t hi ngs.
re is their switch | ocated?
Peki n.

you review the discovery produced to

in this proceeding by CenturyLink?

A

requests.

Q

A

Q

And

And

And

ooked at almost all of the discovery

responses?
responses.

woul d you agree that fiber is |ess

expensive to maintain than copper?

A

general, |

speci

Not

really my area of expertise, but in

woul d assunme so, but fiber requires

al equi pment, special training for people to be

able to maintain it whereas copper is a |long, older

technol ogy that there's a | ot of expertise out there

with technicians.

t hat

Q

fiber

So with that exception, would you agree

i's

| ess expensive to maintain than copper?

124



10

11

12

13

14

15

16

17

18

19

20

21

22

A It is probably |less susceptible to acts of
God and things like that, so in that case, probably,
yes.

Q NTS produced sone AR-13s to us. Have you
| ooked at those?

A No.

Q You're not famliar with --

A | was not involved in any of their
financial s. | didn't | ook at any of the financial
dat a.

MR. DETHLEFS: Your Honor, since he was NTS's
wi t ness, we assumed that he'd have know edge
concerning the responses to the discovery requests.

THE W TNESS: Well, could you explain what the
AR-13s are.

MR. DETHLEFS: Just an annual report to the
I11inois Commerce Comm ssSion.

THE W TNESS: Was that the data that had just
three figures on it or one figure?

MR. DETHLEFS: May | approach the wi tness and
show him what it is?

THE W TNESS: Could | see it?
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JUDGE YODER: For identification, yes. See if
he's famliar with this docunent.
You want to have this marked at this
time as a CenturyLink cross exhibit or --
MR. DETHLEFS: Sur e.
JUDGE YODER: That would be CenturyLink Cross
Exhi bit 17
MR. DETHLEFS: That woul d be great.
(Whereupon CenturyLink Cross
Exhi bit 1 was marked for
identification as of this date.)
THE W TNESS: |'ve seen the page 1. | ' ve never
seen any of the rest of this.
MR. DETHLEFS: Your Honor, | don't know whet her
NTS has any objection, but we were going to offer
into evidence as cross exhibits the last five years
of these AR-13 reports.
MR. TWOMEY: Bef ore you go there, could | ask
the relevance first on where you're going?
MR. DETHLEFS: Well, there's been testimony in
the record concerning the effect of the |oop price

t hat CenturyLink is proposing on NTS s business. | t
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goes directly to that.

MR. TWOMEY: Okay.

MR. DETHLEFS: He hasn't seen it.

THE W TNESS: l'm fam liar with page 1. ' m
not famliar with the rest of this.

MR. DETHLEFS: Does NTS have an objection to us
introducing this into evidence?

MR. TWOMEY: None.

JUDGE YODER: M. Lannon, do you have any
obj ection?

MR. LANNON: No, Your Honor.

JUDGE YODER: All right. Are there five of
t hese?

MR. DETHLEFS: There are five of these.

JUDGE YODER: | assume this is one of the five.

MR. DETHLEFS: That's one of the five. So that
woul d be Cross Exhibit 1. 2009 would be
Cross- Exam nation Exhibit 2. The 2008 report would
be Cross-Exam nation Exhibit 3. 2007 report woul d be
Cross- Exam nati on Exhibit 4, and 2006 report woul d be

Cr oss- Exam nati on Exhi bit 5.
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JUDGE YODER
guess those will

exhi bits.

MR. DETHLEFS:

(Wher eupon St aff

1 through 5 were marked for

identification as of this date

Al |

right.

be adm tted

(Wher eupon Staff

W t hout objection, |

into evidence as cross

1 through 5 were admtted into

evidence at this time.)

Your

cross-exam nation questions |

JUDGE YODER
reserved any cros
MR. LANNON:
JUDGE YODER
with your client
MR. TWOMEY:
JUDGE YODER
confer with him
MR. TWOMEY:

JUDGE YODER

M.

S.

None,

M .

Honor, those are all the

have for M. Mri.

Cross Exhibits

)

Cross Exhibits

Lannon, | do not believe you

Your

Honor .

Twonmey, you want to speak

for a mnute?

No,

| didn't

No.

Al |

We're

right.

m ready for redirect.

know i f you wanted to

good.

Go ahead.
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REDI RECT EXAM NATI ON
BY MR. TWOMEY:

Q M. Mri, can you just rem nd us of your
background specifically with Madi son River and
Gal l atin River during your time there, what your
positions were, how |long you were there, when you
were there?

A | was hired by Madi son River in 2002 as
vice president of operations for the CLEC.
Basically, | was responsible for running the
day-t o-day operations of the CLEC in Illinois,
Georgi a, Texas, Louisiana, and M ssissippi.

Q Okay. In 2004, did you change positions
within the company?

A In 2004, | was pronmoted to president of
Gallatin River here in Illinois, and | was here from
2004 to September of 2007.

Q Responsi ble for the |ILEC operations?

A The | LEC operations and also the CLEC
operations. By then, the CLEC operations had been
divvied up by the state presidents, so if you were

the state president in that state, you were also
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responsi ble for the CLEC, so | was responsible for
both the ILEC and the CLEC in Illinois.

Q Okay. In that position in 2004 even when
you started in 2002, did you become know edgeabl e
about the underlying basis for the UNE | oop cost that
Gall atin River was charging CLECs in Illinois?

MR. DETHLEFS: Your Honor, | think this |Iine of
guesti oni ng goes beyond the scope of my cross. Thus,
| object. This is not meant to be a new opportunity
to present testinony from scratch. That was supposed
to be filed in the prefiled testinmony.

MR. TWOMEY: This goes to the issue | think
rai sed in here about whether or not NTS is profitable
and why.

JUDGE YODER: | think I will sustain the
obj ecti on. | think it is clearly beyond the scope.
The reports were admtted wi thout objection. He
wasn't really crossed on them so | will sustain the
objection this time.

MR. TWOMEY: Okay.

Q Regardi ng these annual reports, counsel for

CenturyLi nk asked about communi cations pl ans
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generally for NTS.

Can you descri be what capital plant is
in the NTS network, how much it costs, and what it's
composed of ?

A When | | ooked at their network, besides the
switch, |eased fiber, special equipment in the co-1Io0,
simlar equipnment in the renotes where they're
co-located, nmostly | eased fiber, probably about a
mllion and a half worth of investment, and that
includes the switch

Q In these reports, or first, in your
testinony, you stated that the rates proposed by
CenturyLi nk would be catastrophic.

Now, based on these reports, does
anything, after reviewi ng them and reviewing all the
pages in them does anything change in your opinion?

A No. They're losing nmoney. They would | ose
even nore. When | made that statenment in nmy
testinmony, | was | ooking at the proposed rates. Say
in Manito, if your rates go up from 17.93 to over
$60, you know, that's threefold, over threefold.

There's no way that they could maintain any of those
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lines. They would just | ose nore noney.

MR. TWOMEY: All right. | have no further
guesti ons.

JUDGE YODER: Anything?

MR. DETHLEFS: No recross, Your Honor.

JUDGE YODER: All right. s there any
objection to the adm ssion of NTS Exhibit 1.0, the
direct testimny of M. Mri?

Hearing none, that will be admtted
into evidence in this docket.
(Whereupon NTS Exhibit 1.0 was
admtted into evidence at this
time.)
JUDGE YODER: Thank you, M. Mri.
(W tness excused.)

JUDGE YODER: \Who are you going to call first?

MR. LANNON: Your Honor, before |I call staff
witnesses, I'd like to move for adm ssion into
evidence Staff Exhibit 3 if that works for you which
is a series of Gallatin River responses to staff DRs.

JUDGE YODER: s this going to be filed on

e- Docket or are you going to file it on paper?
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MR. LANNON: | can do it both ways, either way.
JUDGE YODER: It doesn't matter to ne. It just
depends on where | put it in the report.
MR. LANNON: | s there one way that's easier
t han anot her for you?
JUDGE YODER: No. Both are the same for ne.
MR. LANNON: Well, |I've got the paper copies.
JUDGE YODER: All right.

MR. LANNON: Now, these are in |lieu of cross...

JUDGE YODER: Do you want to call it a cross
exhi bit?
MR. LANNON: | thought we'd just call it Staff

Exhibit 3 really.
JUDGE YODER: Okay. So these are a collection
of responses to staff data requests?
MR. LANNON: Yes, staff data requests JZ 6.01
to JZ 6.07 and a supplenental response to JZ 6. 06.
(Whereupon Staff Exhibit 3 was
mar ked for identification as of
this date.)
JUDGE YODER: All right, M. Lannon. So you've

moved for the adm ssion of Staff Exhibit 3 which is a
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coll ection of responses to staff data requests JZ
6. 01 through 6.07 with a supplemental response to JZ
6.067

MR. LANNON: That's correct, Your Honor, and
|'d also like to add that as part of the responses,

t he conpany al so provided us a |lot of information on
CD el ectronically.

| am not moving for that information
into the record.

MR. DETHLEFS: Okay. | just wanted that on the
record.

JUDGE YODER: So with that understandi ng,
you're providing the wwitten response, not a
coll ection of whatever that's on the CD that was
provi ded?

MR. LANNON: Yes. The CD contained Excel files
was my understanding, and staff is not noving for
that information to be included in the record, just
the written responses.

MR. DETHLEFS: And CenturyLi nk does not object
to that.

JUDGE YODER: Okay. M. Twoney, any objection
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to the adm ssion?
MR. TWOMEY: No.
JUDGE YODER: All right. Then Staff Exhibit 3
will be admtted into evidence in this docket.
(Whereupon Staff Exhibit 3 was
admtted into evidence at this
time.)
JUDGE YODER: You have M. Zol nierek or
M. MClerren to go first?
MR. LANNON: Staff would call Dr. Zol nierek
JUDGE YODER: Dr. Zol nierek, were you
previously sworn?
THE W TNESS: Yes, | was.
JUDGE YODER: All right. Thank you.
JAMES ZOLNI EREK
called as a witness herein, on behalf of staff of the
II'1inois Commerce Comm ssion, having been first duly
sworn on his oath, was exam ned and testified as
foll ows:
DI RECT EXAM NATI ON
BY MR. LANNON:

Q Can you pl ease state your full name and
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spell your | ast name for
A
Q

A

Q

the record?

James Zol nierek (Z-o-I-n-i-e-r-e-k).

And by whom are you enpl oyed?

The Illinois Commerce Comm SsSi on.

And what'

Conmm ssi on?

A

Q

have been mar ked for

Exhi bit

Di rector

S your position with the

of the Policy Division.

And do you have before you documents which

1.0 Revised entitled

identification as | CC Staff

"Revi sed Direct

Testimony of Dr. James Zol ni erek"?

A
Q
a confidenti al
A
Q
cover page,
narrative testinony,
confidenti al

A

Q

Yes, | do.

And does

Yes, it d

And does

Yes.
And 1.02,

Yes.

Staff Exhibit

oes.

Staff Exhibit

a table of contents,

and public versions?

confidenti al

1.0 consi st of both

and public version?

1.0 consi st of a

23 pages of

and Attachnments 1.0, both

and public versions?
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Q Are these true and correct copies of the
confidential and public revised direct testimny that
you have prepared for this proceedi ng?

A Yes.

MR. LANNON: Now, Your Honor, we filed and |
e-mailed to everybody the revisions, the reasons why.
We've entitled this testinony Revised Staff
Exhi bit 1.0. | can have Dr. Zol nierek wal k us
t hrough that now if you want. | f not, we did send

out red |lined copies.

JUDGE YODER: | don't unless one of the parties
does, but is this not showing on e-Docket yet. This
is what | received | ast week or was this filed in
December ?

MR. LANNON: Oh, it was filed this morning. I
sent an e-mail out that said it would be filed Friday
but I mssed the filing.

JUDGE YODER: All right. Then I will indicate
it's one being filed today, and if there's no
requests then, is that the end of your exam nation?

MR. LANNON: Not quite.

JUDGE YODER: Okay.
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Q BY MR. LANNON: Under the revisions
identified in your revised testinony, Dr. Zolnierek,
do you have any corrections to make to |ICC Staff
Exhibit 1.07?

A No, | do not.

Q s the information contained in |ICC Staff
Exhi bit 1.0 Revised and the conpany attachnments true

and correct to the best of your know edge?

Q And if you were asked the same questions
t oday, would the answers contained in your prepared
testi nony be the same?

A Yes, they woul d.

MR. LANNON: Your Honor, |I'd nove for the
adm ssion into evidence of revised staff direct
testinmony of Dr. Zolnierek, Staff Exhibit 1.0,
including attachments.

And I'd note for the record that Staff

Exhibit 1.0 was originally filed on e-Docket
Decenmber 16, 2011. The revised version was filed on
e- Docket this morning, February 21st | think.

And with that, Your Honor, | tender
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Dr. Zol nierek for cross-exam nati on.

JUDGE YODER: Okay. One clarification for the
hearing report.

Were the attachments al so revised or
are those --

MR. LANNON: No, just the narrative, Your
Honor .

JUDGE YODER: Okay. So the attachnments were
filed -- I"m sorry. What was that date again --
December 16th?

MR. LANNON: Yes. | think we refiled them
also -- no, | think we did not refile those al so.

Yes, the attachments were filed on
Decenber 16th and not refiled with the revised
testi nony, Your Honor.

JUDGE YODER: Al'l right. Wth that
under st andi ng, you tender M. Zol nierek.

M. Dethlefs, do you have cross
reserved for Dr. Zolnierek?

MR. DETHLEFS: Yes, | do, Your Honor.
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CROSS- EXAM NATI ON
BY DETHLEFS:

Q Dr. Zol nierek, you've cited a number of FCC
rules in your testimony.

Is it fair to say you're generally
famliar with the TELRIC rules and what they require?

A Yes.

Q Woul d you agree that the TELRIC of an
el ement should be based upon the nost efficient
tel ecommuni cati ons technol ogy currently avail abl e?

A Yes.

Q And the | owest cost network configuration?

A Yes.

Q And the only thing that it assumes about
the existing, if you will, enmbedded network is the
existing |location of the incumbent LECs wire centers?

A Yes.

Q So is it fair to say that TELRIC is not
dependent upon the technol ogy that is deployed in the
exi sting network?

MR. LANNON: Your Honor, | just want to note

that Dr. Zolnierek is not a |awyer. "1l et him
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answer as a |l ay witness.

JUDGE YODER: ' m sorry. You're asking to
clarify that he's not rendering a | egal opinion?

MR. LANNON: That's correct, Your Honor.

JUDGE YODER: All right. Thank you.

THE W TNESS: Not directly. The TELRIC, as you
noted, the only assunmption it makes in ternms of the
network is existing wire centers, and then you can
depl oy the nmost efficient technol ogy whether or not
t hat technology is in the network right now. So from
t hat respect, in that regard, no, there's no
assunption there.

Q BY MR. DETHLEFS: And it's your
under standi ng that TELRIC is not dependent upon the
exi sting network configuration either, is that
correct?

A Correct.

Q Now, woul d you agree that CenturyLink's
exi sting network has been built over a number of
years?

A Yes.

Q And is it fair to say that given advances
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in technol ogy that the existing network probably does
not have the most efficient telecommunications
technol ogy currently avail abl e?

A Not ubi quitously. | woul d assume not.

Q But it m ght have some of the current
technol ogy, correct?

A Correct.

Q And because TELRI C assunes, excuse ne,
because the existing network was not built with 2020
hi ndsi ght, it probably does not represent the | owest
cost network configuration given the existing
| ocation of the wire centers, correct?

A Correct.

Q You woul d agree that for purposes of
TELRI C, based on your understanding, that the network
t hat you nodel is the network that you would be
buil ding today if you were to do it from scratch
assum ng the wire center |ocation, right?

A To provide the functionality associ ated
with the el enments, yes.

Q Now, you make the statement in your

testinony that the two-wire | oops included within
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CenturyLink's cost mopdel contained functionalities
and thus costs that are not directly attributable to
or reasonably incremental to such el ements.

Is the functionality that you're
referring to in that statement broadband
functionality?

MR. LANNON: Can you point us to a page?

MR. DETHLEFS: Yes.

MR. LANNON: It m ght be page 9.

MR. DETHLEFS: Page 9, lines 196 to 198 | think
is where | took that from

THE W TNESS: Okay. | see that.

What | intended there is | think --
actually, Ms. Londerholm had a nice characterization
of what | meant there in terns of broadband capable
| oops versus actual | oops provision for broadband.

| think in her rebuttal testinmony on
page 15 spilling over to 16, she makes reference to
the follow ng, or she states the followi ng: The
copper |l oop must be free of all encunbrances to all ow
the CLEC to provision broadband (that is, a broadband

capabl e | oop) which should not be a broadband
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provisioned | oop.

When |I'm tal king about functionalities
attri butable to an element here, what | mean is |
believe that CenturyLink built in a broadband
capability although they did not necessarily provide
all the electronics that would be necessary to
actually provision the |oop for broadband. The
capability is there. That functionality was built
into loops in the model that just doesn't exist in
actual practice to my knowl edge.

Q Now, you understand that sonme of the | oops
in the nodel don't have DLCs on them 1is that
correct?

A Correct.

Q Only about 31 percent of the | oops are
actually hooked up to a DLC?

A That's what | understand.

Q So when you say the broadband capability,
you're referring to the 31 percent of the | oops that
have DLCs connected to them right?

A Well, it's nmy understanding the way the

net work was nodeled in the model, all the | oops are
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ei ther short enough in terms of a |oop length or are
cl ose enough to a DLC that they're all broadband
capabl e.

Q For the | oops that don't have a DLC on them
or connected to them it's fair to say that the
remai ni ng | oops CenturylLink hasn't done anything to
model to make them more broadband capable than they
woul d ot herwi se have been, right?

A Correct, not to my know edge.

Q Now, on page 11, lines 236 to 241 of your
testi nony, you make the statement, "To the extent
t hat CenturyLink's existing |oop network does not
provi de for ubiquitous broadband functionality to al
customers within Illinois, the higher band wi dth
functionality included in the model configuration is
not a functionality that is attributable or
reasonably incremental to all the two-wire | oops that
CenturyLink will be providing as units."

When you make that statement, are you
asserting that it's appropriate to nodel |oops that
are broadband capable if the existing network is

br oadband capabl e?
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A Yes, | believe that's a reasonable
interpretation.

Q So if CenturyLink's existing network had
t he number of DLCs that the nmpodel has, are you saying
that it would then be okay to nodel using the DLCs as
CenturyLi nk has done?

A No, | don't think the comparison is fair.
| mean, as you noted, the nodel, the existing network
was built under different conditions. It was built
incrementally and the number of DLCs in the existing
net wor k woul dn't necessarily add up to what you would
deploy in a hypothetical network.

What | was intending to imply was if
the |l oop currently has a broadband functionality,
it's reasonable to build the Ioop that neets that
with perhaps a better technol ogy, different
technol ogy that has those functions, that has the
same functionalities.

If there are | oops, say the | ongest
| oops that do not have that broadband capability in
t he model, they are built such as they are, and |

believe it increases the cost to build them that way
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in the nodel, so you're adding cost where the
functionality doesn't actually exist.

Q | guess what |'m getting at is I'ma little
confused as to whether or not you believe that what
you model is sonmehow tied to what exists in the
exi sting network.

A It's not tied to how the existing network
is designed, the nunber of DLCs. It's tied to the
wi dth of the functionality the existing network
provides.

If you're going to provide a loop to
NTS and that | oop is incapable of providing broadband
but yet your model has built in a broadband
capability and you're charging for it, | think that's
inconsistent with the TELRIC principles.

|f your network -- if you're providing
a | oop because of the way you built the network that
has a broadband capability and you nmodel such that
t he broadband capability is in your model's network,
your hypothetical nmodel's network, | think that's
fine.

It doesn't mean that they're going to
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be the same technol ogy. It just means at the end,
the functionality that you're providing in the actual
el ements matches the functionality in the model .

Q So if I hear you right, you're saying that
if a current network can provide broadband, then it's

okay to include it in the nodel?

MR. LANNON: | object to the way that was
phrased.
THE W TNESS: Yeah. "' m not sure | understand.

Are you maki ng a general statenment
that if somewhere in the network it's broadband
capable, it's okay to provide it throughout the
net wor k?

Q MR. DETHLEFS: No. | mean, let's say 60
percent of the existing network has DLCs | ocated and
so that it's broadband capable as you understand
t hat .

Are you saying that 60 percent of the
model 's network is okay if it has broadband
functionality?

A Yeah, with the exception of... | think

you're focusing on the technology. The way | would
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put it is if 60 percent of the customers have

br oadband capability built in the existing network
and you provide the elements to NTS, those 60 percent
of the customers have that capability, | think it's
reasonable to nodel them having that capability. I
don't think it's reasonable to model the other 40
percent as having that capability when those el ements
don't have it.

Q Now, you agree that to provide broadband
using the 12,000-foot fiber copper cutoff, there
needs to be a DSLAM at the DLC, correct?

A Yeah. | understand there's additional
equi pment i ncluding possibly a DSLAM t hat woul d be
needed to actually provision the broadband. W thout
t hat, you can't provide equi pment.

Q And to provide broadband, the digital |oop
carrier has to be sized big enough to include that
DSLAM equi pnent, correct?

A Ri ght, | believe that.

Q Now, does your criticismof CenturylLink's
model boil down to an argunment that there are too

many digital | oop carriers in the nodel?
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A Not necessarily. | mean, it wasn't, l|ike |
said, it's not the technology that I'mcriticizing.
| mean, if it worked out that way, that all the
customers that had the broadband capability
currently, those elenments had that capability,
requi red number of DLCs, | would have no problem with
it, but | believe there are more DLCs than are
necessary because you're providing the capability the
net wor k doesn't have, so you have nore DLCs than is
necessary to provide the functionality that exists in
the el ements.

Q And one of the ways you made that argument
is you conpared the nunmber of DLCs in Bands 2 and 3
in the existing network with the number of DLCs in
t he embedded network and you found nore in the nodel
networ k, correct?

A | believe, at least in Band 2 and 3. Band
11 think there may have actually been more in the
model . |'d have to check. That's subject to check

But to be clear, | would expect that

in the existing network, there would be nore DLCs

than in the hypothetical model if you did it the way
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' m recommendi ng. | just don't think the difference
woul d be as stark as it is or as great as it is.

Q Well, you woul d agree subject to check that
in the existing network for Band 1, there are 56 DLCs
and in the nmodel network there are 68?

MR. LANNON: Coul d you point it out for the
wi t ness?

THE W TNESS: Hol d on. | think it's in ny
exhi bit.

MR. LANNON: I n your exhibit?

THE W TNESS: Yes.

(Pause)

THE W TNESS: Okay. Could you go back and
repeat that?

Q BY MR. DETHLEFS: Subject to check, would
you agree that there are in the existing network 56
digital |loop carriers versus the nmodel network where
there are 68?

A Correct.

So | was incorrect earlier. There are
slightly nmore in the nodel, even in Band 1.

Q But the disparity is much |lower in Band 1
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t han you point out for Band 2 and 3, correct?

A Correct.

Q Now, another conparison you make in your
testinony is you conpared the number of sheath feet
copper and fiber in the model to what there is in the
exi sting network, correct?

A | need to clarify that. That was a
response to Ms. Londerholm s testinmny. She made
t hat comparison and | was responding to her analysis.

Q And that's on page 18 of your testinony?

A Correct.

Q And what you point out is that in the
existing network there's more copper than in the
model network, correct?

A Correct.

Q And in the model network, there's nore
fiber than in the existing network, right?

A Correct.

Q But the total number of sheath feet of both
fi ber and copper is lower in the nmodel than in the
exi sting network, correct?

A. Correct.
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Q By a sizeable amount, woul dn't you agree?
A | woul d agree.
Q Now. Is it your testimony today that fiber

is nore costly than copper?

A Not in every instance. | mean, if you
deployed -- there's a mx of fiber and copper that's
depl oyed in the nodel. As is, there are different

m xes, and | think at some point there's break

poi nts. | mean, providing fiber to the home woul d be
one cost versus fiber partway to a DLC at various

| engt hs. | think there's a cost benefit tradeoff.

At some point, it would be more costly in ny
conjecture to have fiber to the home than it would to
have fi ber partways done in the nmodel.

Q But you don't have an opinion as you sit
here today as to where that break point is or --

A Well, the only piece of information | had
is the 18,000-foot versus the 12,000-foot, the CSA
desi gn.

Wth an 18,000 foot CSA design, per
unit cost in each of the bands was cheaper than it is

in the 12,000-foot CSA design, and | would assume,
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and | think Ms. Londerholmtestified, that under the
18, 000-f oot design, there's nmore copper than in the
12, 000-f oot design.

So in that case, use of relatively
more copper ends up being a little bit cheaper.

Q Alittle bit cheaper, like a dollar a line?

A In Band 2, | think the nunbers may be
proprietary.

MR. LANNON: Yes.

A But it's as much as 20 percent | think.

Q Well, one of the things that reduces the
cost when you're using an 18,000 foot cutoff is you
have a fewer number of DLCs in the model, correct?

A Presumabl y.

Q Now, it's not your position, is it, that in
maki ng this conparison between the amount of fi ber
and copper in the existing network versus the nodel ed
network that the model must somehow use the sanme
amount of copper and fiber proportionately as the
embedded networ k?

A No, not at all.

MR. DETHLEFS: Your Honor, those are the
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cross-exam nation questions | have.

JUDGE YODER: All right. M. Twonmey?

MR. TWOMEY: | just have a couple.

CROSS- EXAM NATI ON

BY MR. TWOMEY:

Q Just a higher level, can you describe your
position on the relationship between TELRI C and
br oadband enabl ed networks generally? What's the
 ayman's view of how that should work when designing
TELRI C study?

You woul d prefer the idea of broadband

capabl e versus broadband provision as one exanpl e.
Can you just el aborate a bit on how it should fit?

A What | propose and what | think is a proper
interpretation of the TELRIC principles is in this
case, CenturyLink is going to be providing elenents,
| ve focused on the two-wire | oops, and those
el ements conme with associated capabilities and
functionalities.

One of the capabilities that a | oop

may or may not have is broadband capability. It

doesn't mean it's provisioned for broadband, but it's
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capabl e of providing adequate broadband dependi ng on
how it's provisioned, and ny belief is to properly
model that, you should model the functionality that
the | oop has.

So if it is existing today, a
br oadband capable | oop, it's reasonable to include
that functionality in the cost nodel. If it does not
have that capability, | do not think it's appropriate
to model that functionality.

Q Okay. And just to be clear, in ternms of
what's avail able as an unbundl ed network el ement
pricing which comes out of a TELRIC study, just to be
cl ear, broadband services are in no way avail able as
an unbundl ed network el ement, correct?

A | f you cannot buy broadband -- in some
sense, the service itself is not what's being
provi ded. You' re being provided a piece of the
net wor K. Broadband is something you can do with that
pi ece of the network in some situations.

Q Ri ght .

A So in some cases, the |loop that you're

provi ded, for exanmple, a short copper |oop, NTS may
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be able to provide broadband over that |oop. That
way that element is provisioned.

A six-mle |long copper | oop, NTS may
not be able to provide broadband over that | oop
because it's just too far fromthe CO the central
office.

Q So this issue of the broadband versus
TELRI C rel ati onship, has this been discussed in
previous Comm ssion proceedings, interconnection
arbitration proceedi ngs?

A | noted two in my testinony where it has.
AT&T had a TELRIC proceeding and then Verizon also
had a TELRI C proceedi ng, and that issue came up in
both of those cases.

Q Okay. | s your testimony consistent with

the Comm ssion's findings in those cases?

A In both cases, a 12, 000-foot |oop |length
was adopted, but | don't think that's inconsi stent
with the position |I've taken in this case. | think

each case has to be | ooked at individually.
In those cases, the Conmm ssion, for

what ever reason, found those to be the appropriate
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| engt hs.

In this one, it's my opinion that it's
not the appropriate |length, but that's what was
deci ded.

My recommendation is different than
what was adopted in those two previous proceedi ngs.
In both proceedings, 12,000 foot was adopt ed. I
recommend that not be adopted ubiquitously here.

Q Okay. Enough of that.

One qui ck question now. I n
M. MIller's cross-exam nation, he suggested that the
Comm ssion is not allowed to set proxy rates. On
line 47 of your testinmony, you suggested that it
woul d be possi bl e.

A |'m sorry. MWhich line is that?

Q Li ne 47.

A Okay.

Q So can you descri be your position on the
applicability of proxy rates to interconnection
arbitration proceedings?

A Frankly, | saw M. Mller's response, and

that -- | mean, what | quote here is the FCC s rule

158



10

11

12

13

14

15

16

17

18

19

20

21

22

that's found in the Code of Federal Regul ations site.
He's indicated that there's been some court action

t hat may make those ineffective at this point. I
think we need to go back and review that |egally. I
haven't done that.

MR. LANNON: Your Honor, |I'm going to object to
any further questions down this |ine because it is a
somewhat technical |egal issue as to whether that
particul ar CFR was overturned or whether it remains
in effect.

MR. TWOMEY: | agree.

No further questions.

JUDGE YODER: M. Lannon, do you have any
redirect? Do you wish to talk to Dr. Zolnierek for a
m nut e?

MR. LANNON: We have not hing, Your Honor.

JUDGE YODER: All right. Then is there any
objection to the adm ssion of Staff Exhibit 1.0
Revi sed, revised direct testinony of Dr. Zol nierek
filed both public and confidential versions and staff
attachnments 1.01 and 1.02 also filed public and

confidential ?
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MR. DETHLEFS: No objection from CenturylLi nk.
MR. TWOMEY: None from NTS.
JUDGE YODER: All right. Then without
objection, that will be admtted into evidence in
t his docket.
(Whereupon Staff Exhibits 1.0,
1.01 and 1.02 were admtted into
evidence at this time.)
JUDGE YODER: M. MClerren?
M. MClerren, as you take the stand,
were you previously sworn?
THE W TNESS: | was, yes.
JUDGE YODER: Okay. Thank you
SAMUEL McCLERREN
called as a witness herein, on behalf of staff of the
II'1inois Commerce Comm ssion, having been first duly
sworn on his oath, was exam ned and testified as
foll ows:
DI RECT EXAM NATI ON
BY MR. LANNON:
Q Can you please state your full name

spelling your |ast name for the record?
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A Samuel S. McClerren. That's spelled
M-c-C-l-e-r-r-e-n.

Q And by whom are you enpl oyed?

A The Illinois Commerce Comm SSion.

Q And have you prepared witten testimony for
pur poses of this proceeding?

A | have.

Q Do you have before you docunments marked for
identification as Staff Exhibit 2.0 entitled "Direct
Testinony of Samuel S. McClerren"” which consists of a
cover page and 13 pages of narrative testinmny?

A | do, yes.

Q And is that a true and correct copy of the
direct testimony that you have prepared for this
proceedi ng?

A It is, yes.

Q Do you have any corrections to make to your
prepared direct testinony?

A | have none.

Q Is the information contained in Staff
Exhibit 2.0 true and correct to the best of your

knowl edge?
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A Yes.

Q And if | were to ask you the same questions
t oday, would the answers contained in your prepared
testi nony be the same?

A They woul d be the sane.

MR. LANNON: Your Honor, |I'd like to nove for
adm ssion into evidence M. MClerren's prepared
direct testimony marked as | CC Staff Exhibit 2.0, and
| note for the record that this was the same docunent
originally filed on the Comm ssion's e-Docket system
on December 16, 2011.

JUDGE YODER: All right. Thank you. We'l|
address the adm ssibility followi ng cross.

M. Dethlefs, do you have cross of
M. MClerren?
MR. DETHLEFS: Yes. | have very few questions.
CROSS- EXAM NATI ON
BY MR. DETHLEFS:

Q M. MClerren, you say on page 5, Line 84
of your testinony, "I am unaware of strong upward or
downward cost pressures relative to two-wire | oop or

DS-1 | oop services since 2006."
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Do you see that?

A Yes, | do.

Q You woul d agree that part of the cost of
the loop is going to be the copper that's used in the
| oop and part of it's going to be the fiber that's
used in the | oop, wouldn't you?

A Certainly.

Q And if there's a DLC, you know, that would
be included as well?

A Yes.

Q What did you do to eval uate whether the

cost of copper has risen or declined since 20067

A | did not | ook specifically at copper.
What | can tell you about this
statement, there are two observati ons. I nfl ati on

just generically across the econony has been very
stable in the last five years, but nore to the point
of where we're at, my function also includes that of
tariff adm nistration which means that every

tel ecommuni cations tariff filed with the state for
the | ast three years cones across nmy desk.

There have been rate increases
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request ed. | will acknow edge that. Il will also
tell you they have been relatively few and not
significant in terms of percentage, so it is ny
belief that conpanies are not experiencing strong
upward pressures or they would be seeking rate
relief.

Q Now, if a conpany was seeking a price

i ncrease for its services, that would be based on its

total cost of service, correct?

A " m sure that is true, yes.

Q And included in its cost of service is
going to be the network that it's already depl oyed,
correct?

A That woul d be correct, yes.

Q And so the change in the cost pressures if
you will that a conmpany woul d experience that would
influence its retail rates would be the cost of new
pl ant that was put in place since the time of the
| ast rate setting. Wuldn't you agree?

A That's not entirely clear. Certainly
| abor, cost of money, all expenditures would be

i ncluded, and perhaps just the desire for additional
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profit would |l ead a conmpany to seek increased rates.

Q But in ternms of the physical infrastructure
that's in the ground, to the extent that that
contributes to a conmpany's costs, that would only be
i mpacted by additions to that plant, correct?

A Addi tions or replacenments.

Q Or replacenments.

And when conpanies file tariffs with
you, they don't tell you in their filings, you know,
how much their costs had increased?

A Certainly not.

Q They're just requesting a price increase,
right?

A It is merely price, yes.

Q Same thing about fiber. What did you do to
eval uate whether the costs of fiber had risen or
declined since 2006, setting aside what you' ve done
reviewing tariffs?

A | would again rely upon my experience with
the pricing of telecommunications conmpanies in
I11inois.

Q Now, one of the things that you | ooked at
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in preparing your testimny was the Verizon, former
Verizon rate for Band 1 and Band 2 | oop rates,
correct?

A Band 1 particularly.

Q Band 1 in particular. They also had a Band
2 rate too though, correct?

A Band 1 is what | reviewed particularly.

Q Okay. Isn'"t it true that in a proceeding
that lead to the Verizon Band 1 rate, the first thing
the Comm ssion did was it made a determ nation as to
whet her it was going to approve Verizon's cost nodel,
correct?

A | do not really recall that document.
cannot confirmthat.

Q Do you have any reason to believe that that
was not the case?

A | have no reason to believe it one way or
t he other, no.

Q Did you review the order in which the
Comm ssion adopted the Verizon Band 1 rate?

A No.

Q I n your experience, has the Conm ssion in

166



10

11

12

13

14

15

16

17

18

19

20

21

22

cost dockets typically addressed the pricing of UNEs
in phases?

A | cannot answer that.

Q Now, one of the things you say in your
testinony is that you believe that higher |oop
density equates with shorter average | oop | engths.
s that a fair statement?

A | believe that is true, yes, absent any
ot her information, yes.

Q It could be, couldn't it, that a more dense
wire center has nmore | oops that go out to the
peri phery of the wire center?

A That is possible.

Q In which case density m ght not lead to
shorter loop lengths? |Is that a possibility?

A That woul d be true in my opinion for both
CenturyLi nk and Veri zon.

Q And so whether there's a relationship
bet ween | oop density and | oop | ength depends upon the
di stribution of customers within the exchange. Fair
statement ?

A That woul d be true for CenturyLink or
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Verizon, yes.
Q Did you review the data request responses
t hat CenturyLink provided in this case?
A Just the ones | requested.
Q One of the data requests gave information
concerning CenturyLink's access |line |osses.
Did you review that?
MR. LANNON: Obj ecti on.
Did he make that data request?
MR. DETHLEFS: You know, | don't remenber
whet her -- | have JZ 5.02, but | don't know whet her
t hat involved you at all.
THE W TNESS: It did not.
Q Woul d you agree, based on your experience,
t hat access line |loss increases the | oop cost or the

average cost per |oop?

A It would not impact the fixed cost. To the

extent you are distributing those over fewer |ines,
woul d agree.
Q One | ast question.
In this proceeding, you're only making

a recommendation with respect to Band 1. s that an
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accurate statement?

A Yes.

Q | do have one final question.

Since the '"96 act, the | ocal exchange
mar ket has been open to conmpetition, hasn't it?

A Yes.

Q Woul dn't you agree that the entry of
conmpetitors puts downward pressure on the prices that
compani es can charge for their services?

A | need to understand that better. Can you
rephrase that?

Q Well, if you have a conpetitor who's
offering a service in conpetition, say a cable
company offering a service in conmpetition with the
tel ephone company, wouldn't you agree that the
entrance of that competitor is going to put downward
pressure on prices that conpanies can charge for
their service, whether it be local telephone service
or some other service?

A In theory, | would agree conpetition would
hol d prices down, yes.

Q So it's possible that one of the reasons
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you haven't seen a | ot of requests for price
increases in reviewing tariffs is that there's been
some conpetitive pressure that's kept them down?

A That m ght be a factor, but | am not seeing
a ot of conpetition in the smaller markets that
we' re descri bing.

Q You woul d agree that cell service conpetes
with |ocal tel ephone service, wouldn't you?

A It is being used as a substitute by peopl e,
yes.

Q And one of the options that people have is
to cut their cord so to speak and not have | andli ne,
just use a cell phone?

A | woul d agree.

MR. DETHLEFS: No further questions, Your
Honor .

JUDGE YODER: Thank you.

M. Twonmey, do you have any questions?

MR. TWOMEY: Not hi ng from NTS.

JUDGE YODER: All right. M. Lannon, do you
want to speak to your client a moment?

MR. LANNON: Staff will have no redirect.
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JUDGE YODER: All right.

Thank you, M. MClerren
(W tness excused.)

JUDGE YODER: |s there any objection to the
adm ssion of Staff Exhibit 2.0, the direct testinmony
of M. McClerren?

MR. DETHLEFS: No objection from CenturylLi nk,
Your Honor.

MR. TWOMEY: None from NTS.

JUDGE YODER: All right. Wthout objection,
that will be admtted into evidence in this docket.

(Whereupon Staff Exhibit 2.0 was
admtted into evidence at this
time.)

JUDGE YODER: |s there anything further on
behal f of staff?

MR. LANNON: Excuse nme?

JUDGE YODER: Anything further on behal f of
staff in this proceeding?

MR. LANNON: Not hi ng further.

JUDGE YODER: All right. Then that concl udes

the testinony portion of this docket.
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|s there any reason the parties can
t hi nk of why we would not be able to have the record
mar ked heard and taken today? | assume there's no
| ate filed exhibits or anything of that nature.
Al'l right. "1l have the record
mar ked heard and taken.
Off the record for a m nute.
(Wher eupon an off-the-record
di scussion transpired at this
time.)
JUDGE YODER: Back on the record.
Al'l right. The parties had a brief
di scussi on before going back on the record about
potential scheduling dates, and it appears that the

parties need to do more conferring with their

clients.

The parties indicate at this point
their preference would be to set a date for filing of
an initial brief. After that, there would be a
filing for reply briefs. At the same time, the

parties would file proposed orders summari zing their

own positions and their reconmmended -- they would not
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be required to sumnmari ze the other parties' positions
as long as each parties' conclusions or recommended
| anguage to a comm ssion's conclusions is in the
order.

So the parties indicate they wil
di scuss over the next 24 to 48 hours the suggested
schedule. As it stands, the deadline has been
extended into late April, and the parties indicate
t hey woul d probably be amenable to an extension of
that for a couple of weeks to acconmpdate the filing

of the briefs and reply briefs and the preparation of

a proposed order, so the parties will tender an
agreed schedule for the remainder, and I'Il send out
a ruling and the parties will be provided that.

Is there anything else to address
t oday?

| don't hear anything so the record
wi Il be marked heard and taken, and I will await the
parties' recomendation as to a proposed schedul e.
Thank you

HEARD AND TAKEN
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